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FINANCIAL HIGHLIGHTS

Year Ended December 31 (in thousands, excepl per share amounts)

REVENUES, NET 2006 2005 2004
Television Group $ 770,539 § 703,426 $ 741,154
Newspaper Gr(:up(“) 817,733 822,344 779,142
: $ 1,588,272 $ 1,525,770 $ 1,520,296
Total operating expenses $ 1,299,861 $1.229.824 $ 1.198.112
EARNINGS FROM OPERATIONS $ 288411 $ 205946 $ 322184
Other income {expense), nert™ 10,926 2,018 (16,219)
Interest expense (95,654) (01,004) (90.164)
Income taxes (73,157) (79.272) (83,305)
Net carnings ! $ 130,526 $ 127688 S 132496
Net earnings per share ) $ $1.26 s 1.12 [ 1.1%
Cash dividends paid per share - $ 475 [ 40 8 385
SEGMENT EBITDA
Television Group_. $ 325,669 § 273516 S 310257
Newspaper Group® 158,578 178,377 169,246
Corporate (100,104) (60,056) (59.169)
CONSOLIDATED EBITDA' 395,069 393,855 404,115
Depreciation and amortization (95,732) (95,891) (?8.]50)
Interest expense {95,654) (91,004) (90.164)
lncome taxes (73,157) (79,272) (83.305)
Net ear nmgs © $ 130,526 § 127,688 $ 132,496
1) 06 2Q 06 3Q 06 40 06
TRADING PRICE $ 23.00 $20.15 $16.67 $ 18.83
High trading price 19.66 14.60 14.93 15.61
Low truding price 14.88 15.60 : 15.81 18.37

Closing price

(a) In 2004, Newspaper Group revenue incdluded a reduction ot $19,629 relaled to The Dallas Morming News' advertiser plan,

(3] Other income and expense cansists primarily of equily earnings (losses) trom partnerships and joinl ventures and ctter non-opetating income and expense. In 2004, Belo recorded a charge of $11,528
related to the write-down of ils invesiment in lhe Time Warnet cable channel news joint ventures.

[(3] Net earnings in 2004 included charges relaled 1o the write-down of the Time Warner investment of $11,678 (including $150 in legal fees) and The Daffas Merming News circulation overstatement of $23,500.

{d) Belg's management uses segment EBITDA as the primary measure of prolitability te evaluate operaling performance and to allocate capital resources and boauses 1o eligible aperating company employzes.
Segment EBITDA represents a segment’s carnings belore interes) expense, income taxes, depreciation and amortizatlon. Other income {expense), net is not altacated to the Company's operating seqmenls
because it consists primarily of equily earnings {losses) fram investmenls in parineiships and joinl ventures and other non-aperating income {expense).

(e} The Company defines Consolidated £BITDA as net eatnings belore interest expense, income taxes, deprecialion and amortization. Consalidated EBITDA is not 2 measure of financial perlormance under
accpunting principles generally accepted in the United Stales, Management uses Consclidated EBITDA in internal analyses as a supplemental measure of the finandial perlormance of the Company te assist
it with d ining perlormance compari againsl its peer group of companies, as well as capilal spending and other investing detisians. Consolidated EBITDA is also a common altemative measure
ol performance used by inveslors, financial analysts and rating agencies to evaluale finantial perlormance. Consolidated EBITDA should not be considered in isolation or as a substitute for net earnings,
operating income, cash lows provided by eperating aclivities or other income of tash flow dala prepared in accordance with U.S. GAAP and this non-GAAP measure may not be comparable te similarly
tilled measutes of other companies. 3

REVENUES, NET dollars in millions
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Belo is one of the nation’s largest media companies with

$1.6 billion in revenues and operations in 17 major markets.

We deliver content that makes a difference in the lives of

more than 30 million viewers, readers and online users every
week. The men and women of Belo have made our
Company an industry leader through their strong, local community
connections; trusted, in-depth experience; award-winning

news coverage; and investigative reporting. Our ongoing
commitment is to provide news and information that people

need, whenever and wherever they want to receive it.
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DEAR FELLOW SHAREHOLDERS:

Belo delivered solid financial results in 2006 and
made significant progress in transforming its
businesses Lo compete in a rapidly-changing media
environment. We invested human and financial
resources in opportunities that draw on Belo’s long-
standing strengths and create new revenue growth
opportunities, while diversifing Belo’s traditional
business model, expanding our portfolio and
further emphasizing interactive media products.
Belo's financial performance in 2006 was fueled by
outstanding revenue performance by the Television
Group, diligent expense management, and continued
rapid growth in online revenues. Consolidated
revenues increased more than four percent to $1.59
billion for the full year, including a 48 percent
increase versus the prior year in online advertising
revenues associated with the Web sites of Belo's

operating companies.

DUNIA A. SHIVE
President and
Chief Operating Officer

RORERT W. DECHERD
Chairman and
Chief Executive Officer
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Throughout its 165-year history, Belo has emerged
from every major industry transition in a strong
position. As we venture through the current changes
in media-usage habits, we are maintaining and
expanding Belo's core competency: delivering
distinguished journalistic content to the local

communities we serve.

TRANSFORMATIONAL INITIATIVES

Among many accomplishments this year, Belo
joined with a consortium of 11 newspaper companies
to pursue a wide range of online initiatives with
Yahoo!. The first phase invelves using a suite of
Yahoo! HotJobs recruitment products and services
on consortium newspaper sites, resulting in greater
functionality and an expandeci distribution network
for employers and an improved user experience for

jub seekers. Other initatives currently being pursued

with Yahoo! include content sharing, creation of
an advertising network that enables cross-selling
opportunities, and using Yahoo!'s technology for ad
serving, scarch and other online wols.

The arrangement with Yahoo! will allow Belo 10
offer its trusted media brands to a wider audience
and will give the Company access to Yahoo!’s superior
technology platforms and applications. Initiatives
like this are vital to fulfilling the growing demands of
Belo's advertisers and consumers.

Web site redesigns were launched at all Belo
television stations and newspapers in 2006, The
revamped sites provide more personalized and
interactive content online, as well as more robust
search capabilities, For advertisers, the redesigned
sites are an optimal online solution because they
offer a broad mix of customizable options to reach
our large online adiences.

In 2006, we completed an in-depth analysis of
the Cohlpany's technology capabilities und, in the

fourth quarter, IBM assumed responsibility for
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managing most of Belo'’s technology infrastructure.
This action allows Belo to utilize the best technology
systemns available and provides us access to deep
technological expertise that will support Belo's go-to-
market requirements. Belo can focus on audiences
and advertisers, while IBM applies its expertise to
managing the underlying system architecture,

Belo also successfully implemented a Customer
Value Management (CVM) initiative at The Dallas
Morning News with the goal of growing audiences
profitably. CVM will allow the Company to better
serve the needs of consumers and advertisers
by accumutating more complete customer market
intelligence. We see great promise in CVM,
which will be implemented at additional Belo
operatling companies.

In September, The Dallas Morning News completed
a voluntary severance program as part of the
newspaper’'s overall strategic design to reduce
expenses and more effectively allocate resources
o areas that show the greatest potential for growth.
The headcount reduction is expected to result in
$10 million in ongoing annualized savings. The
newsroom of The Merning News remains one of the
deepest and most capable teams in the nation
with about 450 professionals.

Concurrently, The Morning News formed a
strategic team charged with developing a news and
editorial model for the future. The refinements,
implemented in January 2007, fine-tune content to
better sausfy readers and advertisers. This project
follows the successful efforts initiated in recent
years al The Morning News with Quick, Al Dia, the
zoned Neighbors publications and F/Dluxe, all of
which have brought in new local advertisers.

The Providence fournal and The Press-Enterprise
are similarly focused on efforts to determine the
right content and resource allocation for the

future. The Press-Enterprise rolled out an enhanced
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ONLINE REVENUE GROWTH
{$ millions)

70 $64

60

30~

$7.5

2000 2006

Since 2000, online advertising revenues have increased by
a multiple greater than eight times to $64 million in 2006.

multimedia business plan in May 2006 aimed at
being more Internet-focused. The major emphasis
of this restructuring is the dissemination of
breaking news and information via PE.com, which
is resulting in greater innovation and creativity
while enhancing the quality of the printed product.

In April 2006, The Morning News instituted
a planned circulation reduction, narrowing its
distribution perimeter 1o approximately 200 miles
outside the Dallas/Fort Worth designated market !
area. Further refinements to the distribution
perimeter were instituted early in 2007, These
actions will result in annual savings of nearly $10
million. This circulation reduction is in line with
our continuing strategy to concentrate on acquiring
and retaining quality circulation and readership
that provides advertisers with the strongest possible
return on their investment.

In the fourth quarter, Belo announced 1he
freezing of the Company’s pension plan effective
March 81, 2007, with affected employees joining
the majority of Belo employees already benefiting

from the Company’s enhanced 401(k) plan. These
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retirement benefit changes will allow Belo to
continue offering competitive compensation and
benefits and manage ongoing retirement benefits
responsibly. The changes are expected to have

a neutral impact on earnings per share over the
first five years and a positive impact of
approximately $0.08 to $0.12 each year thereafter,
along with significantly decreasing the Company’s

required cash contributions over time.

DISTINGUISHED JOURNALISM AND CONTENT
Again in 2006, the exemplary journalistic efforts
of Belo media comnpanies were recognized with

some of our industries’ most coveted awards.

* The heroic reporting of Belo’s CBS affiliate
in New Orleans, WWL-TV, during Hurricane
Katrina earned the station the three most
signiﬁcaﬁt awards in broadcast journalism — the
duPont-Columbia Award, the George Foster
Peabody Award and the national Edward R.
Murrow Award, referred to in the industry
as the “Triple Crown.”

* Four Belo television stations — KING-TV in
Seattle/Tacoma, KHOU-TV in Houston, and
KVUE-TV in Austin, along with WWL — were
honored with a total of five national Edward

R. Murrow Awards, the most natienal Murrow

awards ever won in a single year by a commercial

station group.

* The 2006 Pulitzer Prize for breaking news
photography was awarded to The Dallas Morning
News for its visual narrative of the devastation
wrought by Hurricane Katrina.

*  The Providence Journal’s Web site, projo.com,
won the EPpy Award from Editor & Publisher for
the industry’s Best Internet News Service in the
under one million visitors category.

*  The Dallas Morning News and DallasNews.com

received the Associated Press Managing Editors
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Journalism Excellence Award for Online

Convergence, awarded annually for the best story
told both in print and online by a large
newspaper. This is the second consecutive
year that a Belo newspaper and Web site
have received this important award,

* The Association of Opinion Page Editors awarded
The Dallas Morning News {irst place for Best

Op-Ed Page for the third time in four years.

1 am extremely proud of the recognition our
television stations, newspapers and Web sites
continue 1o receive. The Company’s ongoing
commitment to outstanding content across all

media platforms is a distinct competitive advantage.

POLITICAL COVERAGE
In 2006, Belo television stations supported their

local communities with comprehensive political

coverage, Belo is deeply commitied 1o providing

Belo’s Texas television stations in Dallas/Fort Worth,

Houston, San Antonio and Austin and The Dallas Morning News
were selected to host, produce and televise the only Texas
gubernatorial debate during the 2006 election season. The
Company also made the debate available to non-Belo television
stations in markets where Belo does not have a presence. The
morning following the event, The Morning News was the only
major newspaper in the state of Texas to publish an editorial
regarding the gubernatorial debate.
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high-quality election coverage that is informative this program in 1996 to help viewers understand

to the electorate. issues facing their local communities. In addition,
Belo television stations provided more than Belo broadcast 150 hours of other political

13 hours of free airtime to 146 congressional and coverage on its 15 news-producing television

gubernatorial candidates nationwide through the stations in the weeks leading up to the November

Company’s “It’s Your Time” program. Belo pioncered 2006 elections.

On February 15‘3, 2007, Belo lost one of its greatest leaders, James
M. “Jimmy” Moroney, Jr., at the age of 85. For more than 60 years,
Ji:ﬁmy helped drive the evolution of Belo into one of the nation’s
largest media companies. ‘

Jimmy’s forward thinking led Belo’s expansion into broadcast
television and new markets outside of Dallas. He exerted a steady
and powerful influence on the Company’s transitions and
expansions over half a century, and in many instances, he was the
pivotal influence. In the 1970s, he played a critical role in converting
Belo from a privately-held company founded by his grandfather,

George Bannerman Dealey, into a vibrant publicly-traded company.

Jimmy began working part-time for the company during summers
while he was a student at the University of Texas in Austin. He James M. “Jimmy” Moroney, Jr.
Jjoined The Dallas Merning News as a reporter in 1946 after serving in 1921-2007
the U.S. Navy. He held numerous positions with the Company
and in 1951 was named assistant treasurer, followed by his election to the board of directors in 1952,
He was named treasurer in 1955, and vice president and treasurer in 1960, In 1970, he'was promoted to
executive vice president of Belo Corp. and president and CEO of Belo Broadcasting Corp. Four years
later, he was named chairman of Belo Broadcastng.

In 1980, Jimmy became president and chief executive officer of The Dallas Morning News and
president and chief operating officer of Belo. He became chief executive officer of Belo in 1983
and the following year was elected chairman of the board. During his tenure as CEQ, Jimmy was
instrumental in the purchase of the Corinthian Broadcasting Group from The Dun & Bradstreet
Corporation. At the time, the $606 million ransaction was the largest ever in U.S. broadcast history.

Jimmy retired as chairman of the board and chief executive officer in December 1986 at age 65.
From 1987 to 2000, he remained on the board, serving as chairman of the executive committee, and
up0!n retirement from the board, he was nained chairman emeritus.

Jimmy Moroney will be remembered always for his personal humility and unwavering belief in

Belo’s institutional purposes. .
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OPERATING RESULTS
The Television Group achieved its highest level
of spot revenues ever in 2006, both including and

excluding political revenues, with an increase in

total spot revenue of nearly 10 percent versus 2005.

Total political revenues in 2006 were more than
$47 million — much higher than initial expectations
—and eight of Belo's 19 television stations posted
individual record political revenues. Even more
importantly, 10 Belo television stations posted
record performance in spot revenues before
including political revenues. Television Group
online ad revenues increased 55 percent, growing
from 1.8 percent of television ad revenue in

2005 to 2.6 percent in 2006.

Al

In most markets, Belo television stations hold
a leading position both in ratings and in share of
market television revenues. Markel revenue audits
showed Belo siations further increased their share
of market television revenues in 9 of 15 markets
in 2006. In the Novembher Nielsens, Belo television
stations sustained or improved their market-leading
ratings positions in every market, with number one
or number two ranked stations in 11 of 14 markets.
This does not include the New Orleans market,
where Nielsen has not preduced rating information
since Hurricane Katrina; however, Belo's WWL-TV
in New Orleans has long been the market leader.

Newspapers across the nation faced a challenging

advertising environment throughout most of 2006.

WFAA-TV in Dallas/Fort Worth began broadcasting at its new Victory Park television studio in January 2007, which boasts giant
outdoor video screens and glass walls, whereby fans can get a behind-the-scenes view of WFAA’s broadcasts. The state-of-the-art
studio is part of the American Airlines Center complex, home of the Dallas Mavericks and Dallas Stars. It also includes upscale

restaurants and retail destinations.
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Still, the Newspaper Group's advertising revenue

fin

ished down less than two percent for the full

year. There were several highlights within the

Ne

25

23

21

1.9

17

15

wspaper Group’s fullyecar financial performance:

Part-run adverusing revenue at The Dallas Morning
News increased 40 percent for the full year on the
strength of the new zoned Metro editions and
Neighbors, a hyper-local community publication.
Classified real estate revenues at The Press-
Enterprise increased 23 percent.

Newspaper Group online advertising revenues
continued Lo grow at an impressive rate,
increasing 46 percent for fullyear 2006, growing
from 4.4 percent of newspaper ad revenue in
2005 to 6.5 percent in 2006.

Newsprint expense decreased significantly,
benefiting from the Company’s strategic decisions
to limit third party circulation and reduce the

distribution perimeter of The Morning News.

READERSHIP GROWTH

(number of adults reached in millions)

The Dallas
Morning News
" p DallosNews.com
Fire Dallas
Morning News Al bia
- Quick
2001 2006

Total audience reach at Belo's flagship newspaper, The Dallas

Mo

riing News, has increased almost 11 percent since 2001 by

combining the readership of its core product with incremental,
non-duplicated audiences reached by DallasNews.com, Al Dia,
our Spanish language newspaper, and Quick, our fast-read
weckday tabloid.
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ONLINE REVENUE GROWTH BY SEGMENT

(percent)

60 - 55%

46%
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NEWSPAPER TELEVISION

Belo is experiencing significant growth in online revenue in
both the Television Group, which generated an increase in
online revenue of 55 percent in 2006, and the Newspaper
Group, where online revenue increased 46 percent.

Despite widespread speculation to the contrary,
newspapers are doing a great job of building
and maintaining audiences and delivering strong
value to our advertising partners, According to
Scarborough Research, 78 percent of all American
adults continue to read a newspaper over the course
of a week. And, local audiences are expanding
with the introduction of a variety of print and
digital products. Newspapers have extended their
masthead brands o the Web, leveraging their high
credibility and successfully monetizing that reach
on the Internet.

The audience story at all Belo newspapers is
one of growth through innovation and cultivating
dynamic relationships with our local communities.
The total audience reach of each Belo newspaper
and its associated Web site has increased by a double-

digit percentage over the last five years.
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LOOKING AHEAD

The strategic priorities we've established for 2007
emphasize maximizing opportunities related to Belo’s
legacy products while continuing to reshape the

Company's operations and pursue new revenue growth.

* We will drive execution across the Company,
with an emphasis on sales force effectiveness and
resource reallocation that supports Belo's overall
strategic objectives.

* We will continue our vigilance in cost
management across Belo’s legacy businesses.

* We will expand Belo's Internet businesses and
pursue opportunities that create sustainable
incremental online revenue, Belo's interactive
media properties are increasing in importance
overali, with online revenues growing from
3.1 percent of consolidated ad revenue in 2005
to 4.4 percent in 2006. The Company's online
audiences also grew considerably in 2006 with
a 30 percent increase in page views and a
19 percent increase in unique users.

¢ We will continue to improve Belo’s underlying
technology platform on top of the numerous

_initiatives in 2006, including the decision to
outsource much of our technology management to
IBM. We belicve that improving and maintaining a
leading technology pladorm is critical 1o our future,

*  We will continue to recruit, retain and develop
leadership talent throughout the Company.
Belo's greatest catalyst for progress continues 1o
be the exceptionally talented professionals who

lead our Company’s operations.
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LEADERSHIP CHANGES

In February 2007, the Board of Directors made

three promotions that reflect the Board's and
my couviction about how Belo will flourish in an
Internet-centric environment. Dunia A, Shive
was named president and chief operating officer.
Donald F. “Skip” Cass, |r. moved into a newly-
created executive vice president role to oversee
the Company’s enterprise-wide Internet and
business development activities. And, Wesley A.
"Wes” Jackson was promoted to president/General
Manager of Belo Interactive Media,

Dunia, Skip and Wes have played key roles
in the Company’s success in recent years. As my
principal deputy, Dunia has grown in influence on
bath strategy and
operations. These
new roles empower
Dunia, Skip and
Wes 1o drive the
business forward
at an accelerated
pace to take full
advantage of Belo’s
strong brands,
proprietary content

and advertiser

relationships.

Jack Sander,
Belo's vice
chairman, retired
in December 2006.
He made great
contributions
to the Company
during a decade

of leadership, first

ROGER ENRICO
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in the Television Group and then at the corporate
level as president/Media Operations and vice
chairman. Jack was an invaluable advisor, mentor
and role model both within Belo and throughout
the broadcast industry. I am pleased that he will
continue his association with Belo by representing
the Company within leading industry organizations
und working on public policy issues.

Roger A. Enrico will retire from the Company’s
Board of Directors at the Annual Meeting in
May 2007 after 12 years of distinguished service.
On behalf of the entire Board and Management
Committee, | express our deep appreciation to

Roger for his outstanding leadership, and wish

him health and fulfillment in the future. We

have benefited greatly from Roger’s insights and
marketing genius through the years.

Belo will continue to evolve in 2007 as we work
aggressively to move the Company’s businesses
forward and shape them to reflect fundamental
changes in media usage by consumers and
advertisers, 1 applaud the hard work and dedication
of my colleagues across the Company and thank
them for their continued dedication 1o providing
our audiences the highest quality journalism.
Initiatives successfully executed in 2006 are the

springboard for 2007 and beyond.

Rone: Pediord

Management Committee
Clockwise from left: Robert Decherd, Chairman and Chief Executive Officer; Dunia Shive, President and Chief Operating Officer;
Dennis Williamson, executive vice president/Chief Financial Officer; Guy Kerr, senior vice president/Law and Government

and Secretary; Marian Spitzberg, senior vice president/Human Resources; and Jim Moroney, publisher and chief executive
officer/The Dallas Morning News.
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DIRECTORS AND OFFICERS

DIRECTORS

Henry P. Becton, Jr.
President
WGBH Educational Foundation

Louis E. Caldera
Professor of Law
University of New Mexico

France A. Cérdova, Ph.D.
Chancellor
University of California Riverside

Judith'L; Craven; M.D., M.P.H.
Corporate Direclor

Robert W. Decherd
Chairman of the Board and
Chief Executive Officer

Roger A. Enrico
Chairman
DreamWorks Animation SKG

Dealey D. Herndon
Executive Project Manager
HS&A

l.au:rence E. Hirsch
Chairman
Eagle Materials Inc.

Wayne R. Sanders

Former Chairman and
Chiel Exccutive Officer
Kimberly-Clark Corporation

William T. Solomon
Chairman
Austin Industries, Inc.

M. Anne Szostak
President and

Chief Executive Officer
Szostak Parters

Lloyd D. Ward
Chairman
BodyBlocks Nutrition Systems, Inc.

J- McDonald Williams
Former Chairman and
Chief Executive Officer
Trammell Crow Company

OFFICERS

Robert W. Decherd
Chairman of the Board and
Chiefl Executive Officer

Dunia A. Shive
President and
Chief Operating Officer

James M. Moroney I1I
Publisher and Chief Executive Officer
The Dallas Morning News

Dennis A, Williamson
Executive Vice President/Chief Financial Officer

Guy H. Kerr
Senior Vice President/
Law and Government and Secretary

Marian Spitzberg
Senior Vice President/Human Resources

Donald F. (Skip) Cass, Jr.
Executive Vice President

David T. Lougee
Executive Vice President/Media Operations

Peter L. Diaz
Senior Vice President
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CORPORATE GOVERNANCE GUIDELINES

COMMITMENT TO CORPORATE GOVERNANCE

The Board of Directors of Belo Corp. considers
sound, effective corporate governance policies

to be a top business priority essential to the
Company’s long-term success. Belo’s goverrnance
policies are designed to guide cur Board and
management as careful stewards of the Company’s
resources, who are expected o operate with the
highest levels of integrity, apply respected business
practices, and preserve and protect the Company’s
leadership reputation as a place to invest, work
and do business. These policies affirm Belo's
commitment to an independent Board of Directors
to supervise management's operations and act in
the best interests of our stakeholders, including
our shareholders. Bele adheres to or exceeds

the standards established by the New York Stock
Exchange (NYSE) and the Securities and
Exchange Commission (SEC).

CORPORATE GOVERNANCE PHILOSOPHY

Effective corporate governance requires a clear
understanding of the respective roles of the Board,
individual directors and senior management and
their relationships with others in the corporate
structure. Belo's Corporate Governance Guidelines
serve as a framework within which the Board and
Belo’s senior management address their respective
responsihilities. In addition to formalizing its
Corporate Governance Guidelines, the Board has
approved a Code of Business Conduct and Ethics
applicable to Belo’s directors, management and
other Belo employees, and approved a charter for
each Board committee. The Board periodically

reviews, evaluates and updates, as needed, Belo’s

corporale governance policies and practices in light
of the Sarbanes-Oxley Act of 2002, SEC regulations,

corporate governance standards adopted by the
NYSE and evolving best practices. Related documents
are posted on Belo’s Web site at www.belo.com under

“About Belo — Corporate Governance.”

OVERALL BOARD RESPONSIBILITIES

The Board of Directors plays the central role in-
Belo's corporate governance. The Board monitors
the effectiveness of senior management and the
execution of its strategies on behalf of Belo’s
shareholders. The Board selects Belo’s chairman
of the board and chief executive officer and
approves the appointment of other members

of senior management who are charged with

the ethical and competent operation of Belo’s
business on a day-to-day basis. The Board reviews
and approves significant financial and business
strategies and major corporate actions, nominates
directors, assigns committee members and ensures
that processes are in place that are appropriately

designed to maintain the integrity of Belo’s business.

BOARD DESCRIPTION & MEETINGS

The Board will be comprised of nine to 14 directors
with the exact number determined periodically
based on Belo's bylaws. The Board is divided into
three classes, approximately equal in number, with
staggered terms of three years each so that the

term of one class expires at each annual mcclilig
of shareholders. The directors typically stand for
election every three years,

The Board held five regularly-scheduled meetings
in 2006. Each director attended at least 75 percent
of the aggregate of the 1otal number of meetings
held by the Board and the total number of meetings
held by all committees on which he or she served.

Directors are expected to attend annual meetings of




shareholders, and all current directors attended the BOARD COMMITTEES
2006 Annual Meeting of Shareholders. The Board
convenes executive sessions of non-management

AUDIT COMMITTEE ’
directors without Company management regularly.

The Board has an independent director, the chair of

Henry Becton, Chairman Ce .
the Executive Commitiee, who has been designated Louis Caidera

as the lead director. The lead director is responsible Wayne Sanders

for presiding at the executive sessions of the non- . . ",
management directors. In addition, the independent COMPENSATION COMMITTEE
directors meet in executive session at least annually.
Board committee chairs preside at executive sessions Judy Crai:e:i.-Chail;
of their respective committees. ‘ Lzlr;'y Hirsch '

Lloyd Ward

BOARD MEMBERSHIP CRITERIA

The Board seeks o include individuals with diverse NOMINATING AND CORPORATE
GOVERNANCE COMMITTEE

backgrounds and perspectives who contribute to the

perceived needs of the Board as a whole. Many other .
. . . . . . Roger Enrico, Chairman
factors are considered for qualification, including —E’,
France Cordova

character and integrity; business, professional

Biill Solomon
and personal background; current employment; -

community service; and the ability to commilt

EXECUTIVE COMMITTEE
sufficient time and attention to Board activities. ECU o

BOARD INDEPENDENCE " Don Williams, Chairman

. Henry Becton
The Board has adopted independence standards R

_ Judy Craven

that incorporate director independence criteria

included in the NYSE standards, as well as additional, Roger Enrico

. N " Dealey Herndon
more stringent criterta established by the Board. A ney

Anne Szostak

substantial majority of the directors comprising the

Board will be independent directors, In 2006, all but

wo Board members were considered independent

direciors based on NYSE standards. Each of the Audit,

Compensation, and Nominating and Corporate

Governance Cominittees is composed entirely of

independent directors. All Audit Committee members
| must meet additional independence standards

‘ applicable to audit committec members.
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AUDIT COMMITTEE

The Audit Committee is responsible for the

appointment, compensation and oversight of the
independent auditors. The Audit Committee also
represents the Board in overseeing Belo’s financial
reporting processes and consults with independent
auditors and with personnel from Belo’s internal aundit
and financial staffs regarding corporate accounting,
reporting and internal control practices. Each
member of the Audit Committee meets the NYSE
standards for independence for directors and audit
comittee members. In addition, at least one member
of the Audit Committee must be financially literate,

as determined by the Board's judgment, and at least
two members of the Audit Committee also are “audit
committee financial experts” as defined by SEC rules.

The Audit Committee met six times during 2005.

COMPENSATION COMMITTEE

The Compensation Committee evaluates the
performance of the chief executive officer and sets
his compensation level based on this evaluation. The
Compensation Committee makes recommendations
to the Board for base salaries of other executive
officers and compensation for non-management
directors, approves bonus levels and stock-based
awards for executive officers and administers.

the Company's related plans. Each Committee
member is an independent director under the NYSE

standards. The Compensation Committee met six

times during 2006.

NOMINATING AND CORPORATE

GOVERNANCE COMMITTEE

The responsibilities of the Nominating and
Corporate Governance Committee include
identifying and recommending director candidates

and reviewing the qualifications of directors for

i

continued service on the Board. The Nominating
and Corporate Governance Committee also

has responsibility for shaping Belo’s corporate
governance practices, including developing and
periedically reviewing the Corporate Governance
Guidelines and the Board committee charters,

Each committee member is an independent director
under the NYSE standards. The Nominating and

Corporate Governance Committee met twice in 20086,

EXECUTIVE COMMITTEE

The Executive Committee is responsible for
periodically reviewing the Company’s succession
plan at the chief executive and other senior
management levels and ensuring that the
Company’s management development initiatives
support Belo’s values and operating principles.
The Committee is also charged with organizing the
Board’s response to any unusual situation or crisis
related to the Company’s business or its senior
executive leadership. At least once each vear, the
Commitlee will review the framework used for
developing the Company’s long-range financial and
strategic plans with the Chairman of the Board and
Chief Executive Officer, and will meet periodically
at the request of the Chairman of the Board and
Chief Executive Officer to advise the Board and
Company management on specific business issues,
such as acquisitions, financings, capital siructure
and dividend policy. The chairman of the Executive
Committee is an independent director, as defined
by NYSE standards. The Executive Committee met
twice in 2006.

CODE OF BUSINESS CONDUCT AND ETHICS
The Board has adopted a Code of Business Conduct
and Ethics, which applies to all Belo companies,

their directors, ofticers and employees, to foster a
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common set of fundamental values and operating
principles. At the request of the Board, the

Audit Commil.tee, with the assistance of the chief
compliance officer and other senior management,
oversees the Company’s compliance and ethics
program, including procedures for administering
and promoting compliance with the Code of
Business Conduct and Ethics. The Code is posted on

Belo’s Web site at www.belo.com.

ASSESSING BOARD PERFORMANCE

The Board and each of its standing committees
conduct annual self-evaluations to assess their
effectiveness, as required by their respective
charters. The Nominating and Corporate
Governance Committee assists the Board with

its self-evaluation. Results of these self-evaluations
are used to determine criteria for selecting
prospective Board members and for improving the

effectiveness of the Board and its committees.

61Annua st
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COMMUNICATIONS WITH THE BOARD

Shareholders and other interested parties may
communicate with the Board by writing ¢/o the
Corporate Secretary, P.O. Box 655237, Dallas,
Texas 75265-5237. Communications intended for a
specific director or directors should be addressed
to his, her or their attention ¢/o the Corporate
Secretary at this address. Communications received
from shareholders are forwarded directly to the
Board members as part of the materials mailed

before the next scheduled Board meeting. The

Board has authorized management, at its discretion,

to forward communications on an expedited
basis if circumstances warrant or 1o exclude a
communication if it is illegal, unduly hostile or

threatening, or inappropriate.
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PART |

Item 1. Business

Belo Corp. (“Belo” or the “Company”}, a Delaware corporation, began as a Texas newspaper company in 1842 and today is
one of the nation’s largest media companies with a diversified group of market-leading television broadcasting and newspaper
publishing operations, including interactive media and cable news operations. A Fortune 1000 company with $1.6 billion in
2006 revenues, Belo operates news and information franchises in some of America’s most dynamic markets and regions. At
December 81, 2006, the Company owns 19 television stations (six in the largest 15 U.S. markets) that reach 14 percent of
U.S. television households, and manages one television station through a local marketing agreement (“LMAT). In addition,
Belo owns one local and two regional cable news channels. As of December 31, 2006, the Company holds ownership interests
in four other cable news operations. Belo's daily newspapers are The Dallas Morning News, The Providence Journal, The Press-
Enterprise (Riverside, CA) and the Denton Record-Chronicle (Denton, TX). Belo operates more than 30 Web sites, participates in
several interactive alliances and offers a broad range of Internet-based products.

The Company believes the success of its media franchises is built upon providing local and regional news, information and
community service of the highest caliber for over 164 years. These principles have built durable relationships with viewers,
readers, advertisers and online users and have guided Belo’s success.

Effective January 31, 2007, the Company’s joint venture with Cox Communications relating to NewsWatch on Channel 15 in
New Orleans, Louisiana terminated. WWL-TV, Belo's CBS affiliate in New Orleans, Louisiana, will continue to produce
Channel 15 NewsWatch pending further cable carriage arrangements. On February 26 2007, Belo purchased WUPL-TV in
New Orleans. '

Financial information for each of the Company’s reportable segments can be found under “Item 7. Management’s Discussion
and Analysis of Financial Condition and Results of Operauons and the Consolidated Financial Statements, Note 20-Segment
Information. '%

li

" Television Group

The Company's television broadcasting operations began in 1950 with the acquisition of WFAA-TV in Dallas/Fort Worth,
shortly after the station began operations. During the next 51 years, through various transactions, Belo acquired 18 more
television stations across the United States, which brought the total to 19 owned television stations in 15 U.S. markets. Belo
also manages one station through an LMA and has _|omt marketing and shared services agreements with the owner and
operator of KFWD-TV, Channel 52, licensed to Fort Worth, Texas.

Belo’s Television Group is the nation’s 5th largest non-network owned station group based on audience share. In the 15
U.S. markets in which the Television Group operates, nine of Belo's stations are ranked number one and three are ranked
number two (including stations tied with one or more other stattons in the market) in “sign-on/sign-off” audience rating,
principally based on the November 2006 Nielsen Media Research report. Belo has six stations in the largest 15 U.S. markets
and 13 stations in the largest 50 U.S. markets.

. H .
Belo’s stations are concentrated primarily in three hiéh—growth regions: Texas, the Northwest and the Southwest. Six of the
Company’s stations are located in the following four qmajor metropolitan areas in the United States:
i

+ ABC affiliate WFAA-TV in Dallas/Fort Worth;

+ CBS affiliate KHOU-TV in Houston;

* NBC affiliate KING-TV and independent KONG—TV both in Seatle/Tacoma; and

* Independent KTVK and The CW Network (“CW ) affiliate KASW-TV, both in Phoenix.

Belo's television stations have been recognized with numerous local, state and national awards for outstanding news coverage.
Since 1957, Belo’s television stations have garnered 21 Alfred 1. duPont-Columbia Awards, 19 George Foster Peabody Awards
and 27 Edward R. Murrow Awards—the industry’s mest prestigious honors.
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The following table sets forth information for the Company’s television stations (including the station operating through an
LMA) and their markets as of December 31, 2006:

Number of
Station/ Year Belo Commerial Station Station
: : Market News - Acquired/ - Network . Analog Stations Rank in Audience Share
Market Rank™" ¢hannel _ Started Affiliation thannel in market™ Market!® in market™®
Dallas,/Fort Worth 6 WFAA 1950 ABC - B 16 1 11
Dallas/Fort Worth 6 . TXCN 1969 , N/A . N/A ©ON/A N/A - N/A
Houston | 10 KHOU 1984 CBS . Rl 15 . 1 13
Phocrllix . 13 KTVK 1959 IND | 3 13 ) 4 6
Phoenix _ 13 - KASW 2000 L oW 61 TS L 3
" Seattle/Tacoma : 14 KING 1997 NBC : 5° L13 - 1 14
Seaule/Tacoma 14 " KONG - 2000 IND - . 16 © 13 6 2
Seattle/Tacoma 14 NWCN 1997 N/A N/A “N/A N/A “N/A-
St. Louis 21 KMOV 1997, CBS - 4 8 . 2 ... 14
Portland 23 KGwW 1997 . NBC 8 8 1 12
Charlotte .26 WCNC . 1997 NBC L 36 8 3 9 .
San Antonio 37 KENS © 1997 CBS . 5B 10 I* 12
San Antonio®® C 87 KCWX —_ cw® 2 10 6% 1
Hampton/Norfolk 42 WVEC 1984 ABC ’ 13 8 1 12
Louisville 48 WHAS 1997 ABC 11 7 2 12
Austin ’ 52 KVUE " 1999 ABC 24 7 1 12
New Orlcans ' 54 WWL 1994 CBS ' 4 8 19 18®
Tucson 70 + KMSB o 1997 FOX 11 9 3 4
Tucson 70 KTTU 2002 MNTV® 18 9 5% 2
Spokane 77 KREM 1997 CBS 2 7 2 14
Spokane 77 - KSKN 2001 cw? 29 7 5 2
Boise @ 118 . KIVB 1997 NBC 7 5 1 26

{I)  Market rank is based on the relative size of the television market Designated Market Area (DMA), among the 210 DMAs generally recognized in the United States,
based on the November 2006 Nielsen Media Research report.

(2)  Represents the number of analog television stations (both VHF and UHF) broadcasting in the market, excluding public stations, low power broadcast stations and cable
channels.

{3)  Suion rank is derived fram the station’s rating, which is based on the November 2006 Nielsen Media Research report of the numbes of television households tuned 1o
the Company's station for the Sunday-Saturday 5:00 a.m. to 2:00 a.m. period (“sign-on/sign-off”) as a percentage of the number of television households in the market.

(4)  Sation audience share is based on the November 2006 Nielsen Media Research report of the number of television households tuned to the station as a percentage of
the number of television houscholds with sets in use in the market for the sign-on/sign-off period.

{5) Effective April 7, 2006, KBE]-TV changed its call Lerters 1o KCWX.TV. Belo entered into an agreement to operate’ KCWX (formerly KBEJ)' through a local marketing
agreement in May 1999; the station’s on-air date was August 3, 2000. .

{6)  Represents the station rank and audience share of WWL as of the July 2005 \helsen Media Research report, prior to Humcane I(amna More recent mformauon is
unavailable because Nielsen has not included New Orleans in its ratings Smce_]uly 2005.

{7)  The Company also owns KTFT-LP {NBC), a low power television station in Twin Falls, Idaho.

{8) Using its digital multicast capabilities, KTVE launched "24/7 Local News Channel,” in 2003, an around-the<lock local news and weather channel.

(9 In September 2006, the UPN and WB networks ceased operations and a new network, The CW (CW), was formed by merging the UPN and WB networks. Also in Sep-
tember 2006, a new network, My Network TV {MNTV), began operations. Three of our four former WB or UPN affiliated stations signed a.ﬁ"]:atwn agreements with
The CW. The fourth former WB or UPN affiliated station signed an affiliation agreement with MNTV. . .

= 'I'ied with one or more olher stations in the market,

The principal source of revenue for Belo's television stations is the sale of airtime to local, regional and national advertisers,
Generally, rates for national and local spot advertising sold by the Company are determined by each station, and the station
receives all of the revenues, net of agency commissions, for that advertising. Rates are influenced by the demand for
advertising time. This demand is affected by a variety of factors, including the size and-demographics of the local population,
the concentration of retail stores, local economic conditions in general, and the popularity of the station’s programming. In
2008, approximately 90 percent of total Television Group revenues were derived from advertising spot revenues. ‘A large
percentage of the advertising spot revenues are generatcd from the automotive industry. Automotive advertising revenues
totaled approximately 23 percent of total Television Group revenues in 2006.

Web sites of each of the Company's‘te]cvisibn stations ‘provide consumers with accurate and tin'lely'news' and information as '
well as a variety of other products and services. Belo obtains immediate feedback through online communication with its '
audience, which allows the Company to tailor the way in which it delivers news and information to serve the needs of its
audience. According 1o fourth quarter 2006 comScore Ratings, the Company has six of the top 50 local television-affiliated
Web sites in the U.S. Revenues for the Television Group's interactive media in 2006 represented 2.5 percent of the total
Television Group revenues and were derived principally from advertising on the vartous Television Group Web sites.

Pursuant to FCC rules, local television stations must elect every three years to either (1) require cable and/or direct broadcast
satellite operators to carry the stations’ signals or (2) enter into retransmission consent negotiations for carriage. At present,
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Belo has retransmission consent agreements with the inajority of cable operators and both satellite providers. The revenue
received from the retransmission is recorded in the other revenue section of Television Group revenues.

The Company has network affiliation agreements with ABC, CBS, NBC, FOX, CW and MNTV. The Company’s network
affiliation agreements generally provide the station with the exclusive right to broadcast over the air in its local service area
all programs transmitted by the network with which the station is affiliated. In return, the network has the right to sell most
of the advertising time during such broadcasts. Many, but not all, of the Company’s stations may receive network
compensation for broadcasting network programming. Approximately three percent of total Television Group revenues were
derived from network compensation in 2006. Over time, network compensation is expected o decline.

The Company has a balanced portfolio of broadcast network-affiliated stations, with four ABC affiliates, four NBC affiliates
and five CBS affiliates, and at least one large-market station associated with each network. As such, Belo's Television Group
revenue streams are not significantly affected by which broadcast network leads pnmenme Belo also owns two independent
{*IND") stations, two CW affiliates, one FOX affiliate and one MNTYV affiliate, and operates one additional CW affiliate
through an LMA.

The Company also owns two regiorial cable news operations, Texas Cable News (“TXCN") in Dallas/Fort Worth, Texas, and
Northwest Cable News (“NWCN™) in Seatile, Washington, and one local cable news operation, 24/ 7 NewsChannel {“24/7") in
Boise, Idaho. These operations provide news coverage in a comprehensive 24-hour a day format using the news resources of
the Company’s television stations and newspapers in Texas and television stations in Washington, Oregon and Idaho. As of
December 31, 2006, the Company also operated, through joint ventures, four cable news channels in partnership with Cox
Communications and others that provide local news coverage in New Orleans, Louisiana (NewsWatch on Channel 15),
Phoenix, Arizona (Arizona NewsChannel and jMas! Arizona) and Hampton/Norfolk, Virginia {Local News on Cable}. These
cable news channels use the news resources of the television stations owned by the Company in those markets. During 2006,
approximately two percent of total Television Group revenues were derived from Belo’s cable news operations and consisted
primarily of advertising and subscriber-based fees. Effective January 31, 2007, the Company’s joint venture with Cox
Communications relating to NewsWatch on Channel 15 in New Orleans termmated WWL will continue to produce Channel
15 NewsWatch pending further cable carriage arrangements.

Competition for audience share and advertising revenues at Belo's television stations and cable news operations is primarily
related to programming content and advertising rates. The four major national television networks (ABC, NBC, CBS and
FOX) are represented in each television market in which Belo has a television station. Competition for advertising sales and
local viewers within each market is intense, particularly among the network-affiliated television stations. Belo’s businesses may
also compete with each other for national, regional and local advertising. Additionally, the Company's competitors in the
Television Group include other broadcast stations, cable and satellite television channels, local, regional and national
newspapcrs magazines, radio, direct mail, yellow pages, the Internet and other media. Advertising rates are set based upon a
program's popularity, the size of the market served, the availability of alternative advertising media and the number of
advertisers competing for the available time.

Newspaper Group

v

Belo's publishing roots began with The Galveston Daily News, which began publication in 1842. Today, Belo’s Newspaper Group
includes four daily newspapers, The Dallas Morning News, The Providence Journal, The Press-Enterprise and the Denton Record- :
Chronicle. They provide extensive local, state, national and international news. In addition to these four daily newspapers, Belo
publishes various niche products in these same markets. Belo also operates certain commercial printing businesses.

The Dallas Morning News was established in 1885 and is one of the leading newspaper franchises in America. Its success is
founded upon the highest standards of journalistic excellence, with an emphasis on comprehensive news and information,
and community service. The Datllas Morning News is distributed primarily in Dallas County and the 11 surrounding counties, It
has earned eight Puliizer Prizes since 1986 for its news reporting and photography.

The Providence Journal, acquired by Belo in February 1697, is the Company’s second- largest publication based on total
circulation. Tke Providence fournal is the leading newspaper in Rhode Island and southeastern Massachusetts. The Providence
Journal is America’s oldest major daily newspaper of ge neral circulation and conunutms pubhcauon and has won four Pulitzer
Prizes. )
The Press-Enterprise, the Company's third-largest publication, was acquired in July 1997. The Press-Enterprise is distributed -
throughout the Inland Empire area of southern California, which inchudes Riverside and San Bernardino counties. It has a
long history of journalistic excellence and has won one Pulitzer Prize.
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The following table sets forth information concerning the Company’s primary daily newspaper operations:

2006 2005
, Daily Sunday Daily sunday
Newspaper Location Circulation®™ Circulation Cicculation™ Circutation
The Dallas Morning News Dallas, TX 405,048 566,608 462,0759 640,742
The Providence Journal Providence, RI 150,788 2120714 163,909 251,593
The Press-Enterprise Riverside, CA 169,3624% 178,788 176,585 179,390
Denton Record-Chronicle Denton, TX 13,3369 16,483 13,6579 17,153

(1}  Daily circulation is defined as a Monday through Saturday six-day average.

(2)  Average paid circulation data for The Dallas Momning News is according to the Audit Bureau of Circulations’ (Audit Bureau) audit reports for the six months ended Sep-
tember 30, 2006 and 2005.

(3)  Average paid circulation data for The Providence Journal is obtained from its Publishers Statement for the twenty-seven weeks ended October 1, 2006, as filed with the
Audit Bureau, subject 1o audit,

(4)  Average paid circulation data for The Providemee Journal is according to the Audit Burcau's FASFAX reports for the six months ended September 30, 2005,

(5)  Average paid circulation data for 2006 for The Press-Enterprise is obtained from its Publisher’s Statement for the six months ended September 30, 2006 as filed with the
Audit Bureau, subject to audit. The average paid circulation data for 2005 for The Press Enterprise is obtained from its Audit Bureau Publisher’s Statement for the six
months ended September 30, 2005,

(6) Average paid circulation for the Denton Record-Chronicle is accordmg to the Certified Audit of Circulation’s (CAC) Publisher's Statement for the six months ended Sep-
tember 30, 2006 and 2005. The September 30, 2006, amounis are subject to audit by the CAC,

Belo’s Newspaper Group derives its revenues primarily from the sale of advertising and newspapers and from commercial
printing. For the year ended December 31, 2006, advertising revenues accounted for approximately 82 percent of total
Newspaper Group revenues. A large percentage of the advertising revenues are generated from the real estate, employment
and automotive categories. Advertising revenues from these sources totaled approximately 28 percent of total Newspaper
Group advertising revenues for 2006. Circulation revenues accounted for approximately 14 percent of total Newspaper Group
revenues for 2006. Prices for the Company's newspapers are established individually for each newspaper. Commercial printing
accounted for most of the remainder of the Newspaper Group revenues. Effective April 1, 2006, The Dailas Morning News
discontinued distribution to areas approximately 200 miles or more outside of the Dallas/Fort Worth DMA. Effective
February 1, 2007, The Dallas Morning News discontinued distribution to areas approximately 100 miles or more outside of the
Dallas/Fort Worth DMA, with the exception of Austin, the capital city of Texas.

Interactive editions of Belo's newspapers provide consumers with accurate and timely news and information. The Company’s
newspaper-affiliated Web sites for The Dallas Morning News, The Providence Journal and The Press-Enterprise are leading local
media sites in their respective markets. During 2006, The Press-Enterprise adopted an “Internet-first” multimedia business plan
and organizational restructuring aimed at more effectively reaching its readers, online users and advertisers with the major
emphasis the dissemination of breaking news and information via its Web site. Revenues for the Newspaper Group's
interactive media in 2006 represented approximately five percent of the total Newspaper Group revenues and were derived
principally from advertising on the various Newspaper Group Web sites.

The basic material used in publishing Belo's newspapers is newsprint. Gurrently, most of Belo’s newsprint is obtained through
a purchasing consortium of which Belo is a member. The Providence Journal purchases approximately 50 percent of its
newsprint from other suppliers under long-term contracts; these contracts provide for certain minimum purchases per year
based on use. Management believes the Company's sources of newsprint, along with available alternate sources, are adequate
for the Company’s current needs.

During 2006, Belo’s publishing operations consumed approximately 167,600 metric tons of newsprint at an average cost of
$631 per metric ton. Consumption of newsprint in the previous year was approximately 202,000 metric tons at an average cost
per metric ton of $562. Newsprint prices increased approximately 12 percent in 2006. The average price of newsprint is
expected to be approximately the same or slightly less in 2007 than in 2006, although the actual price cannot be predicted
with certainty. ' ‘

Competition for the Newspaper Group consists of competition for advertising dollars and circulation. The competition for
advertising expenditures comes from local, regional and national newspapers, magazines, broadcast, cable and satellite
television, radio, direct mail, yellow pages, the Internet and other media. Belo’s businesses may also compete with each other
for national, regional and local advertising. The Dallas Morning News has one major metropolitan daily newspaper competitor
in certain areas of the Dallas/Fort Worth market. The Providence Journal competes with five daily newspapers in the Rhode
Island and southeastern Massachusetis markets. The Press-Enterprise competes with seven daily newspapers in the Inland Empire
area of southern Califernia.

On August 5, 2004, the Company announced that an internal investigation, then ongoing, disclosed practices and procedures
that led to an overstatement of previously reported circulation figures at The Dallas Morning News, primarily in single copy
sales. In response to the overstatement, the Company announced a voluntary advertiser plan developed by management. As a
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result, the Company recorded a charge of $23,500 in 2004 related to the advertiser plan, of which approximately $19,600,
consisting of cash payments to advertisers, was classified as a reduction of revenues and approximately $3,900, consisting of
related costs, was included in other operating costs. Payments under the plan were made without the condition that such
advertisers release The Dallas Morning News from liability for the circulation overstatement. The plan also included future
advertising credits. To use the credits, advertisers generally placed advertising in addition to the terms of the advertiser’s
current contract. Advertisers used approximately $2,873 in credits and there are no unused credits.

On January 21, 2005, the Audit Bureau advised The Dallas Morning News that the Audit Bureau would not issue an audit
report of the newspaper’s circulation for the twelve months ended March 31, 2004 or the six months ended September 30,
2004, The Audit Bureau concluded not to issue the 2004 audit reports for The Dallas Morning News due primarily to the
absence of reliabte records of independent contractors to support revised circulation figures for city single copy sales. The
Audit Bureau advised The Dallas Morning News that sufficient records and data did exist to confirm the accuracy of circulation
figures for the six-month period ended September 30, 2004 for all areas other than city single copy sales, and that these
figures appear to be materiatly accurate. That Audit Bureau conclusion was consistent with the conclusion reached by the
independent investigation conducted for the Audit Committee of Belo’s Board of Directors, which was completed in
September 2004. The Audit Bureau’s bylaws require that the Audit Bureau's Board of Directors approve the release of any
Publisher's Statement not subject to subsequent audit. and The Dallas Morning News requested such approval for the
September 2004 Publisher’s Statement. The contents of the Publisher’s Statement were reviewed and discussed with the Audit
Bureau prior to filing, including the methodologies used to estimate circulation in city single copy sales where reliable
records do not exist for the entire period. On March 7, 2005, The Dallas Morning News was advised that the Audit Bureau’s
Board of Directors declined the newspaper's request to release the September 2004 Publisher’s Statement.

On May 13, 2005, the Audit Bureau released its audit of circulation figures filed by The Dallas Morning News in its Publisher’s
Statement for the six-month period ended March 31, 2005. The audited circulation figures, as self-adjusted subsequent to the
statement's release due to a system coding error to reflect 1,329 fewer copies daily and 1,435 fewer copies Sunday, showed an
average daily circulation of 476,397 and Sunday circulation of 654,374, decreases of approximately 50,000 newspapers daily
versus March 2004, or 9.8 percent, and approximately 100,000 newspapers Sunday versus March 2004, or 13.4 percent. The
Audit Bureau also announced that it had recalled The Dallas Morning News’ Publisher’s Statements for the six months ended
September 30, 2003, and March 31, 2004, and has withdrawn its unqualified opinion of the audit report for the twelve
months ended March 31, 2003, citing the unavailability of reliable records for those periods.

On February 3, 2006, the Audit Bureau released its audit of circulation figures filed by The Dallas Morning News in its
Publisher's Statement for the six-month period ended September 30, 2005. The Audit Bureau has subsequently released its
audits of circulation figures filed by The Dailas Morning News for the six months ended March 31, 2006 and September 30,
2006. On February 8, 2007, the Audit Bureau released The Dallas Morning News from censure status and future audits will
return to an annual status.

FCC Regulation

General. Belo's television broadcast operations are subject to the jurisdiction of the Federal Communications Commission,
or FCC, under the Communications Act of 1934, as amended. Among other things, the Communications Act empowers the
FCC to (1) issue, renew, revoke and modify station licenses; (2) regulate stations’ technical operations and equipment; and
{3) impose penalties for violations of the Communications Act or FCC regulations. The Communications Act prohibits the
assignment of a broadcast license or the twansfer of control of a broadcast licensee without prior FCC approval.

Station Licenses.  The FCC grants television station licenses for terms of up to eight years. A television license must be
renewed if the FCC finds that (1) the station has served the public interest, convenience and necessity; (2) there have been
no serious violations by the licensee of the Communications Act or the FCC'’s rules and regulations; and (3) there have been
no other violations by the licensee of the Communications Act or the FCC's rules and regulations that taken together,
constitute a pattern of abuse. License renewal applications for all of Belo's stations, except for WYEC and KASW, are
currently pending. Applications for renewal of the licenses of both KCWX and KFWD, the television stations for which the
Company provides certain programming and other services, are also currently pending. Under the Commission’s rules, a
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license expiration date is automatically extended pending review and grant of the renewal application. The current license
expiration dates for each of Belo’s television broadcast stations are listed below. .

WCNC . December 1, 2004

WWL . June 1, 2005
WHAS . August 1, 2005
KMOV February 1, 2006
KENS, KHOU, KVUE, WFAA : . August 1, 2006
KMSB, KTTU, KTVB, KTVK . October 1, 2006
KING, KONG, KGW®™, KREM, KSKN  February 1, 2007
WVEC Ociober 1, 2012
KASW , - October 1, 2014

(a) On December 22, 2006, the Oregon Alliance to Reform Media filed a petition to deny the license renewal applications of KGW as well as the seven non-
Belo owned stations in the Portland, Oregon market, based on an alleged market-wide failure to broadeast a sufficient amount of news coverage of local
clections in 2004. Belo believes that the petition is without merit and has submiued a respense’ to the FCC.

Programming and Operations. Rulés and policies of the FCC and other federal agencies regulate certain programmmg
pracuces and other areas affecting the business and operauons of broadcast stations.

The Children’s Tclevision Act of 1990 limits commercial matter in children’s television programs and requires stations to,
present educational and informational children’s programming. Broadcasters have been required, for several years, to provide
at least three hours of children’s educational programming per week on their analog channels. The FCC has determined that
the amount of children’s educational programming axldigital television, or DTV, broadcaster must air will increase ‘
proportionally with the number of free video programming streams it broadcasts simultaneously or multicasts. The FCC also
restricts' commercialization of children’s fare, including certain promotions of other programs and dlsplays of website
addresses durmg children’s programming.

In July 2004, the FCC released a Notice of Inquiry regarding broadcast localism to evaluate whether additional regulation is
necessary to ensure that licensees satisfy the needs and interests of local audiences. The FCC will include a summary of
comments filed in response to the localism Notice in the recently-initiated media ownership proceeding (discussed below).
Belo cannot predict whether the FCC will impose specific localism requirements.

The FCC's Equal Employment Opportunity rules impose job information dissemination, recruitment, documentation and
reporting requirements. Broadcasters are subject to random audits to ensure compliance with the Equal Employment
Opportunity rules and could be sanctioned for noncompliance.

The FCC has increased its enforcement efforts regarding broadcast indecency and profanity over the past few years. In June
2006, the statutory maximum fine for broadcast indecency material increased from $33 to $325. Litigation currently pending
in the U.S. Courts of Appeal for the Second and Third Circuits might affect the FCC’s broadcast indecency policies, and Belo
cannot predict the outcome of that litigation.

Cable and Satellite Ttansmission of Local Television Signals.  Under FCC regulations, cable systems must devote a
specified portion of their channel capacity to the carriage of the signals of local television stations. Television stations may
elect between “must carry rights” or a right.to restrict or prevent cable systems from carrying the station's signal without the
station’s permission (“retransmission consent”). The FCC has established a market-specific requirement for mandatory.
carriage of local television stations by direct broadcast:satellite, or DBS, operators, similar to that applicable to cable systems,
for those markets in which a DBS carrier provides any local signal. In addition, the FCC has adopted rules relating to station
eligibility for DBS carriage and subscriber eligibility for receiving signals. There are also specific statutory requirements
relating to satellite distribution of distant network signals to “unserved households” (i.e., households that do not receive at
least a Grade B signal from a local network affiliate). :

Digital Television. . In 1997, the FCC adopted rules for implementing DTV service. With certain limited exceptions,
broadcasters holding licenses or construction permits for full-power television stations were temporarily assigned a second
channel in order to provide either separate DTV programming or a simulcast of their.analog programming. Currently, all full-
power stations licensed to Belo are broadcasting digitally. At the end of the DTV transition currently scheduled for

February 17, 2009, analog television transmissions will.cease and television broadcasters will surrender their analog spectrum
to the government, and DTV channels will be reassigned to a smaller segment of the broadcast spectrum.

Broadcasters may either provide a single DTV signal or “multicast” several lower resolution DTV program streams.
Broadcasters also may use some of their digital spectrum to provide non-broadcast “ancillary” services (i.e., subscription video,
data transfer or audio signals), provided such services do not interfere with mandatory free digital broadcasts and
broadcasters pay the government a fee of five percent of gross revenues received from such services. Under the FCC's rules
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relating to must carry rights of digital broadcasters, which apply to cable and certain DBS systems: (1) broadcasters are not
entitled to carriage of both their analog and their digital streams during the transition; (2) digital-only stations are entitled to
must carry rights; and (3) a digital-only station asserting must carry rights is entitled to carriage of only a single programming
stream and other “program related” content, even if the digital-only station multicasts. Starting December 31, 2006, DTV
broadcasters must comply with Emergency Alert System, or EAS, rules and ensure that viewers of all programming streams
can receive EAS messages. . \i

The FCC is currently considering issues such as whether a licensee's public interest obligations attach to DTV service as a
whole or to individual program streams; whether the FCC should establish more specific public interest requirements for
digital broadcasters; and the expansion of political candidates’ access to television. Belo cannot predict the outcome of these
proceedings. In addition, several issues that relate to the ease with which the DTV transition will be completed have yet to be
resolved, including; (1) implementation of the FCC's requirements that television sets and television interface devices include
the capability of tuning and decoding over-the-air digital signals; (2) cable compatibility (i.e., “plug-and-play”) issues; (3) anti-
piracy protection for digital television content; and (4) implementation of the §1.5 billion subsidy program that Congress
established to provide digital converter boxes to American households that do not have DTV sets or television sets connected
to cable or satellite. Belo cannot predict how these issues will be resolved.

Oownership Rules. The FCC's ownership rules affect the number, type and location of broadcast and newspaper properties
that Belo may hold or acquire. The rules now in effect limit the common ownership, operation, or control of television
stations serving the same area; television and radio stations serving the same area; and television stations and daily newspapers
serving the same area; as well as the aggregate national audience of commonly-owned television stations. The FCC's rules also
define the types of positions and interests that are considered attributable for purposes of the ownership limits, and thus also
apply to Belo’s principals and certain investors. :‘ :

In addition, the Communications Act prohibits direct or indirect record ownership of a broadcast licensee or the power to
vote more than one-fourth of a licensee’s stock from being held by aliens, foreign governments or their representatives, or
corporations formed under the laws of foreign countrivs.

In September 2003, the FCC relaxed many of its ownership restrictions. However, on June 24, 2004, the United States Court
of Appeals for the Third Circuit rejected many of the Commission's 2003 rule changes. The court remanded the rules to the
Commission for further proceedings and extended a stay on the implementation of the new rules that the court had imposed
in September 2003. As a result, the restrictions in place prior to the FCC's 2003 decision generally continue to govern media
transactions, pending completion of the remand procezdings and/or possible legislative intervention. In July 2006, the FCC
issued a Further Notice of Proposed Rulemaking, which seeks comment on the issues remanded by the Third Circuit and
fulfills the Commission’s obligation to review its media ownership rules every four years. The discussion below reviews the
changes contemplated in the FCC's 2003 decision, the Third Circuit's response to the FCC's rule revisions, and the issues set
forth in the Further Notice. i

1. Local Television Ownership ' H

In 2003, the FCC relaxed the local television ownership rule by eliminating its “eight voices” test, which barred co-ownershif)
of two TV stations in a local market unless at least eight independently owned, full-power television stations remained. The
modified rule would have permitted ownership of two stations in markets with at least five stations and up to three stations in
markets with at ledst 18 stations. In either case, no more than one of the co-owned stations could have been ranked among
the top four in audience ratings. The Third Circuit upheld the top-four rule, but remanded the other limits. The Further
Notice seeks comment on what limits the FCC should rztain and whether any restrictions should vary with market size.

|
2. Cross-Media Limits :}

v

The newspaper/broadcast cross-ownership rule generally prohibits one entity from owning both a commercial broadcast
station and a daily newspaper in the same community.” The radio/television cross-ownership rule allows a party to own one
or two TV stations and a varying number of radio stations within a single market. The crossmedia limits adopted by the FCC
in 2003 would have supplanted both rules with three categoriés of restrictions based on the number of full-power television
stations in the market. The Third Circuit remanded the new cross-media limits to the FCC for further consideration, leaving
the previous restrictions in place. The Further Notice seeks comment on a number of issues relating to cross-media
ownership, including whether, and if so, how, the FCC should attempt to measure dwerstty in local markets and what, if any,
limitations the FCC should maintain. !

i
4
(1)  Belo's ownership of both The Daflas Morning News and WFAA-TV in the Dallas/Fort Worth market predates the adoption of the FCC’s rules regarding
newspaper/broadcast crossownership and was #grandfathered# by the FCC.
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3. National Television Station Ownership Cap

The maximum percentage of U.5. households that a single owner can reach through commonly owned television stations is
39 percent. This limit is not at issue in the Further Notice.

The foregoing does not purport to be a complete summary of the Communications Act, other applicable statutes or the
FCC'’s rules, regulations and policies. Proposals for additional or revised regulations and requirements are pending before,
and are considered by, Congress and federal regulatory agencies from time to.time. Belo cannot predict the effect of existing
and proposed federal legislation, reguiations and policies on its business. Also, several of the foregoing matters are now, or
may become, the subject of court litigation and Belo cannot predict the outcome of any such litigation or the effect on its
business.

Employees

As of December 31, 2006, the Company had approximately 6,200 full-time and 900 part-time employees, including
approximately 1,100 employees represented by various employee unions. Approximately 47 percent of these union employees
are located in Providence, Rhode Island; the remaining union employees work at various television stations and other
properties. Belo believes its relations with its employees are satisfactory.

Available information

Belo maintains its corporate Web site at www.belo.com. Belo makes available free of charge on www.belo.com this Annual
Report on Form 10-K, its quarterly reports on Form 10-Q}, its current reports on Form 8K and amendments to all those
reports, all as filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, as
soon as reasonably practicable after the reports are electronically filed with or furnished to the Securities and Exchange
Commission (“SEC™}.

Item tA. Risk Factors

Sections of this Annual Report on Form 10-K and management’s public comments from time to time may contain certain
forward-looking statements that are subject to risks and uncertainties. These statements are based on management’s current
knowledge and estimates of factors affecting our operations, both known and unknown. Readers are cautioned not 1o place
undue reliance on such forward-looking information as actual results may differ materially from those currently anticipated.
The following discussion identifies some of the factors that may cause actual results to differ materially from expectations. In
addition, a number of other factors (those identified elsewhere in this document and others, both known and unknown) may
cause actual results to differ materially from expectations.

Decreases in advertising spending, resufting from econornic downturn, natural disasters, wai, terrorism or other factors specific to
the communities we serve, could adversely affect our finoncial condition and resuits of aperations. in addition, our revenues are
subject to seasonal, cyclical and other fluctuations that could adversely affect our financial condition and resuits of operations.

Eighty nine percent or more of our revenues for the last three years were generated from the sale of local, regional and
national advertising appearing in our newspapers and broadcast on our television stations. Advertisers generally reduce their
advertising spending during economic downturns, so a recession or economic downturn could have an adverse effect on our
financial condition and results of operations. Also, our advertising revenue tends to decline in times of national or local crisis
because our television stations broadcast more news coverage and sell less advertising time.

Our advertising revenues depend upon a variety of other factors specific to the communities that we serve. Changes in those
factors could negatively affect advertising revenues. These factors include, among others, the size and demographic
characteristics of the local population, the concentration of retail stores, and local economic conditions in general. Two of
our largest operating units, The Dalles Morning News and WFAA-TV, are located in the Dallas/Fort Worth metropolitan market,
from which we derived between 38 percent and 40 percent of our operating revenues over the last three years. Adverse
conditions in the Dallas/Fort Worth market may be more significant than in other Company markets.

Qur revenues and results of operations are subject to seasonal, cyclical and other fluctuations that we expect to continue in
fuwre periods. In particular, we experience fluctuations in our revenues between even and odd numbered years. During
elections for various state and national offices, which are primarily in even numbered years, advertising revenues fluctuate
based on uncertain demand for political advertising in our markets. Also, since NBC has exclusive rights to broadcast the
Olympics through 2012, our NBC affiliate stations typically experience increased viewership and revenues during Olympic
broadcasts, which also occur in even numbered vears. Other seasonal and cyclical factors that affect our revenues and results
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I
of operations may be beyond our control, including changes in the pricing policies of our competitors, the hiring and
retention of key personnel, wage and cost pressures, changes in newsprint prices and general economic factors. Fluctuations

in revenues and results of operations may cause our stock price to be volatile.

Our diversified media businesses operate in highly competitive markets, and our ability to maintain market share and generate
revenues depends on how effectively we compete with existing ond new competition.

Our diversified media businesses operate in highly cornpetitive markets. Our newspapers and television stations compete for
audiences and advertising revenue with other newspapers and other broadcast and cable television stations, as well as with
other media such as magazines, satellite television and the Internet. Some of our current and potential competitors may have
greater financial, marketing, programming and broadcasting resources than we do.

Our newspaper publications and television stations generate significant percentages of their advertising revenues from limited
numbers of sources, including the automotive industry and classified advertising. In recent years, Web sites dedicated to.
recruitment, real estate and automobile sales have become significant competitors of our newspapers and Web sites for
classified advertising. As a result, even in the absence of a recession or economic downturn, technological, industry or other
changes specifically affecting these advertising sources could reduce advertising revenues and adversely affect our financial
condition and results of operations. -

In the Newspaper Group, our revenues primarily consist of advertising and paid circulation. Competition for advertising
expenditures and paid circulation comes from local, regional and national newspapers, magazines, broadcast, cable and
satellite television, radio, direct mail, yellow pages, the Internet and other media. The National Do Not Call Registry has
affected the way newspapers solicit home-delivery circutation, particularly for larger newspapers that historically have relied
on telemarketing. Competition for newspaper advertising revenue is based largely upon advertiser results, advertsing rates,
readership, demographics and circulation levels, while competition for circulation is based largely upon the content of the
newspaper, its price, editorial quality, customer service and other sources of news and information. On occasion, our
businesses compete with each other for national, regional and local advertising. Our local and regional competitors in
community newspapers are typically unique to each market, but we have many competitors for advertising revenues that may
be larger and have greater financial and distribution resources than do we. Circulation revenues and our ability to achieve
price increases for our print products may be affected by competition from other publications and other forms of media
available in our various markets, declining consumer spending on discretionary items like newspapers, decreasing amounts of
free time, and declining frequency of regular newspaper buying among certain demographics. We may incur higher costs
competing for advertising expenditures and paid circulation. If we are not able to compete effectively for advertising
expenditures and paid circulation, our revenues may cecline and our financial condition and results of operations may be
adversely affected. '

Our Television Group competes for audiences and advertising revenues primarily on the basis of programming content and
advertising rates. Advertising rates are set based upon a variety of factors, including a program’s popularity among the
advertiser’s target audience, the number of advertisers competing for the available time, the size and demographic make-up
of the market served and the availability of alternative advertising in the market. Qur ability to maintain market share and
competitive advertising rates depends in part on audience acceptance of our network, syndicated and local programming.
Changes in market demographics, the entry of competitive stations into our markets, the introduction of competitive local
news or other programming by cable, satellite or Internet providers, or the adoption of competitive formats by existing
stations could result in lower ratings and cause an adverse effect on our financial condition and results of operations.

In addition, our operations may be adversely affected by consolidation in the broadcast industry, especially if competing
stations in our markeis are acquired by competitors who may have a greater national scope and can offer a greater variety of
national and syndicated programming for audiences and enhanced opportunities for advertisers to’reach broader markets.-

if we are unable to respond to changes in technology and evolving industry trends, our newspaper and television businesses may
not be able to compete effectively.

New technologies could also adversely affect our newspapers and television stations. Information delivery and programming
alternatives such as cable, direct satellite-to-home services, pay-perview, the Internet, home video and entertainment systems
have fractionalized newspaper readership and television viewing audiences. Over the past decade, cable television program-
ming services, other emerging video distribution platforms and the Internet have captured an increasing market share, while
the aggregate circulation of major newspapers and viewership of the major tefevision networks has declined. In addition, the
expansion of cable and satellite television, the Internet and other technological changes have increased, and may continue to
increase, the competitive demand for programming. Such increased demand, together with rising production costs, may
increase our programming costs or impair our ability 10 acquire desired programming.
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In addition, video compression techniques, now in use with direct broadcast satellites and potentially soon for cable and
wireless cable, are expected to permit greater numbers of channels to be carried within existing bandwidth. These
compression techniques as well as other technological developments are applicable to all video delivery systems, including
over-the-air broadcasting, and have the potential to provide vastly expanded programming to highly targeted audiences.
Reduction in the cost of creating additional channel capacity could lower entry barriers for new channels and encourage the
development of increasingly specialized niche programming. This ability to reach very narrowly defined audiences may alter
the competitive dynamics for advertising expenditures. We are unable to predict the effect that these and other technological
changes will have on the television industry or the future results of our Television Group businesses.

A significant increase in the cost of newsprint or @ reduction in the availability of newsprint could adversely affect our publishing
business.

The basic raw material for newspapers is newsprint. The cost of our newsprint consumption related to our publications
totaled approximately $105,000, $113,000 and $108,000 in 2006, 2005 and 2004, respectively, which was between 13 percent
and 14 percent of our Newspaper Group revenues for those years. The price of newsprint historically has been volatile.
Consolidation in the North American newsprint industry has reduced the number of suppliers as evidenced by the January
2007 announced merger between two of the Company’s largest newsprint suppliers. The industry-wide consolidations have led
to paper mill closures and conversions to other grades of paper, which in turn have decreased overall newsprint capacity and
increased the likelihood of future price increases. We currently purchase most of our newsprint through a purchasing
consortium of which we are a member. Our inability to obtain an adequate supply of newsprint in the future or significant
increases in newsprint costs could adversely affect our financial condition and results of operations.

The costs of television programming may increase, which could gdversely affect our results of operations.

Programming is a significant operating cost in our television operations. We cannot be certain that we will not be exposed in
the future to an increase in programming costs. Should such an increase occur, it could have an adverse effect on our results
of operations. In addition, television networks have been seeking arrangements from their affiliates to share the networks’
programming costs and to eliminate network compensation traditionally paid to breoadcast affiliates. We cannot predict the
nature or scope of any such potential compensation arrangements or the effect, if any, on our operations. Acquisitions of
program rights for syndicated programming are usually made two or three years in advance and may require multi-year
commitments, making it difficult 1o predict accurately how a program will perform. In some instances, programs must be
replaced before their costs have been fully amortized, resulting in write-offs that increase station operating costs and decrease
station earnings.

The loss or modification of network affiliation agreements could adversely affect our results of operations.

The non-renewal or termination of network affiliation agreements could have a material adverse effect on our results of
operations. We have four stations affiliated with ABC, five stations affiliated with CBS, four stations affiliated with NBC, three
affiliated with CW and one each affiliated with FOX and MNTV. Each of the Big-Three networks (ABC, CBS, and NBC)
generally provides our affiliated stations with 22 hours of prime time programming per week. Each of these agreements is
subject to periodic renewal. In addition, some of the networks with which our stations are affiliated have required us and
other broadcast groups, upon renewal of affiliation agreements, to reduce or eliminate network affiliate compensation and, in
some cases, to make cash payments to the network, and to accept other material modifications of existing affiliation
agreements. Consequently, our affiliation agreements may not all remain in place and each network may not continue to
provide programming or compensation to affiliates on the same basis as it currently provides programming or compensation.
If this occurs, we would need to find alternative sources of programming, which may be less attractive and more expensive.

if we are unable to secure or maintain carriage of our television station’s signals over cable end/or direct broadcast satellite sys-
tems, our television stations may not be able to compete effectively.

Pursuant to the FCC rules, local television stations must elect every three years to either (1) require cable and/or direct
broadcast satellite operators to carry the stations’ analog signals or (2) enter into retransmission consent negotiations for
carriage. At present, Belo has retransmission consent agreements with the majority of cable operators and both satellite
providers. If our retransmission consent agreements are terminated or not renewed, or if our broadcast signals are distributed
on less favorable terms than our competitors, our ability to compete effectively may be adversely affected. In addition cable
and direct satellite operators are not required to carry our digital broadcast signals. If we are unable to reach agreements for
the carriage of those signals or if those signals are distributed on less favorable terms than our competitors, our ability to
compete effectively may be adversely affected.
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Regulatory qhanges may impact our strategy and increase competition and operating costs in our medio businesses.
As described in this “ftem 1. Business — FCC Reguiaticm,"’ our television business is subject to extensive and changing federal
regulation. Changes in current regulations or the adoption of new laws and policies could affect our strategy, increase
competition and our operating costs, and adversely affect our financial condition and results of operations. Among other
things, the Communications Act and FCC rules and p{)licics govern the term, renewal and transfer of our television
broadcasting licenses and limit certain concentrations:of broadcasting control and cross-ownerships of newspapers and
television stations. Relaxation of ownership restrictions may provide a competitive advantage to those with greater financial
and other resources than we possess. Federal law also regulates indecency on broadcast televisions, political advertising rates
and childreﬁ's programming. The television industry is transitioning from analog to digital transmissions and Congress has
set February 17, 2009 as the date by which broadcasters must cease analog broadcasts and return their analog spectrum to
the government. 'f

i
Adverse results from pending or new litigation or governmenta! proceedings or investigations could adversely affect our financial
condition and resulis of operations. 4

!
From time to time we and our subsidiaries are subject ‘to litigation and governmental proceedings and investigations. Current
matters include those described under “ftem 3. Legal Froceedings.” Adverse determinations in any of these pending or future
matters could require us to make monetary payments.or result in other sanctions or findings that could adversely affect our
businesses, including renewal of our FCC licenseé, and financial condition and results of operations.

f i

if we cannot renew our FCC broadcast licenses, our broodcast operations wilf be impaired.

Our television business depends upon maintaining ou‘;r broadeast licenses, which are issued by the FCC. Our broadcast
licenses expired or will expire between 2004 and 2014 (although those that have already expired have been extended by the
filing of a license renewal application with the FCC) and are renewable. Interested parties may challenge a renewal
application.; vThe FCC has the authority to revoke licenses, not renew them, or renew them only with significant qualifications,
including renewals for less than a full term. Although we expect o renew all our FCC licenses, we cannot assure investors that
our future renewal applications will be approved, or thal the renewals will not include conditions or qualifications that could
adversely affect our operations. If we fail to renew any of our licenses, or renew them with substantial conditions or
modifications (including renewing one or more of our licenses for a term of fewer than eight years), it could prevent us from

operating the affected stations and generating revenues.
i

We depend on key personnel, and we may not be able to operate and grow our businesses effectively if we lose the services of
any of our senior executive officers or are unable to attiact and retain qualified personnel in the future.
! 1
We depend on the efforts of our senior executive officers. The success of our business depends heavily on our ability to retain
our current'management and to attract and retain qualified personnel in the future. Competition for senior management
personnel is intense and we may not be able to retain our key personnel. We have not entered into employment agreements
with our key management personnel and we do not have “key person” insurance for any of our senior executive officers or
other key personnel. I
i
i . Ir .
Our businesses may be negatively affected by work stoppages, slowdowns or strikes by our employees.

Currently, there are 23 bargaining agreements with unions representing approximately 1,100 (or approximately 16 percent)
of our total number of full and part-time employees. All of these agreements will expire within the next four years, unless
extended. We cannot assure investors about the results of negotiation of future collective bargaining agreements, whether
future collective bargaining agreements will be negotiated without interruptions in our businesses, or the possible effect of
future collective bargaining agreements on our financial condition and results of operations. We also cannot assure invéstors
that strikes will not occur in the future in connection with labor negotiations or otherwise. Any prolonged strike or work
stoppage could have an adverse effect on our financial condition and results of operations.

We have @ J'arge omount of indebtedness. i

{
We currently use a portion of our operating cash ﬂow for debt service. At December 31, 2006, we had debt outstanding of
$1,283,434 and shareholders’ equity of $1,527,148. WP may continue to borrow funds to finance capital expenditures, share
repurchases, acquisitions or to refinance debt, as well as for other purposes.

I
f
|
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Our level of indebtedness could, for example:

* Require us 10 use a substantial portion of our cash flow from operations to pay indebtedness and reduce the availability
of our cash flow to fund working capital, capital expenditures, dividends, acquisitions and other general corporate
activities; :

* Limit our ability to obtain additional financing in the future;

¢ Expose us to greater interest rate risk since the interest rates on our credit facilities vary; and

* Impair our ability to successfully withstand a downturn in our businesses or the economy in general and place us at a
disadvantage relative to our less leveraged competltors

In addition cour debt instruments require us to comply with covenants, The failure to comply with the covenants in the
agreements governing the terms of our indebtedness could be an event of default, which, if not cured or waived, would
permit acceleration of our indebtedness and payment obligations.

Changes in accounting standards can significantly impoét reported earnings and operating resufts.

Generally accepted accounting principles and accompanying pronouncements and implementation guidelines for many
aspects of our business, including those related to intangible assets, pensions, income taxes, share-based compensation, and
broadcast rights, are complex and involve significant judgments. Changes in these rules or their interpretation could
significantly change our reported earnings and operating results. See “Item 7. Management’s Discussions and Analysis of
Financial Condition and Results of Operations — Critical Accounting Policies and Estimates” and the Consolidated Financial
Statements, Note 2 — Recently Issued Accounting Sta'ndards.

We have o significant amount of intangible assets, and lf we are reqmred to write down intangible assets in future periods it
would reduce net income. '

Approximately $2,574,000, or 71 percent, of our total assets as of December 31, 2006 consisted of intangible assets, principally
broadcast licenses and goodwill. Statement of Financial Accounting Standards ("SFAS”) 142, “Goodwill and Other Intangible
Assets,” requires, among other things, an annual impairment testing of broadcast licenses and goodwill. If in the future the
estimated fair value of these intangible assets decreased, we could be required to record an impairment charge that could
adversely impact our financial condition and results of operations.

Item 1B. Unresolved Staff Comments - S

None,

item 2. Properties
Television Group

At December 31, 2006, Belo owned broadcast operating facilities in the following U.S. cities: Austin, Dallas, Houston and

San Antonio, Texas; Seattle and Spokane, Washington; Phoenix and Tucson, Arizona; Portland, Oregon; Charlotte, North
Carolina; New Orleans, Louisiana; Norfolk, Virginia; Louisville, Kentucky and Boise, Idaho. The Company leases broadcast
facilities for operations in St. Louis, Missouri. Four of the Company’s broadcast facilities use primary broadcast towers that are
Jjointly owned with another television station in the same market. The Company also leases broadcast towers in Tucson,
Arizona for the digital transmission of KMSB-TV and for both the digital and analog transmission of KTTU-TV. The primary
broadcast towers associated with the Company’s other television stations are wholly-owned by the Company.

TXCN’s operations are conducted from a fully-equipped digital television fa{cility owned by the Company and located in
downtown Dallas, Texas. NWCN conducts its regional cable news operations from the Company-owned broadcasting facility in
Seattle, Washington. .

The Company leases a facility in Washington, D.C. that is used by its television and newspaper operations for the gathering
and distribution of news from the nation’s capital. This facility includes broadcast and production studios as we]l as general
office space. i

Newspaper Group

The Company owns and operates a newspaper primin"g facility and distribution center in Plano, Texas, to print The Dallas
Morning News, the Denton Record-Chronicle and other publications. Additional operations of The Dallas Morning News are housed
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in a Company-owned, four-story building in downtown Dallas. The non-production operations of the Denton Record-Chronicle
are housed in a Company-owned, two-story building in Denton, Texas. The Company has a distribution and production
center under construction for The Dallas Morning News in southern Dallas County, Texas. Additionally, the Company owns a
one story printing facility in Arlington, Texas used for commercial printing.

The Company also owns and operates a newspaper printing facility in Providence, Rhode Island, for The Providence Journal.
The remainder of The Providence Journal’s operations is housed in a Company-owned, five-story building in downtown
Providence. ‘ !

The Company owns and operates a newspaper publishing facility and a commercial printing facility in downtown Riverside,
California for The Press-Enterprise and other Company and third party publications. The non-production operations of The
Press-Enterprise are also housed in this facility. The Comopany has a state-of-the-art media center under construction for The
Press-Enterprise in Riverside, California. Additionally the Company owns a printing facility in Riverside, California used for
commercial printing.

Corporate

The Company owns an office building in downtown Dallas, Texas that houses the Company's corporate operations and several
departments of The Dallas Morning News. The Company also leases space in Irving, Texas for its secondary data center.

The Company has additional leasehold and other interests that are used in its activities, which interests are not material. The
Company believes its properties are in satisfactory condition and are well maintained and that such properties are adequate
for present operations.

item 3. Legal Proceedings

On January 5, 2006, CBS Radio Stations, Inc. (formerly Infinity Radio, Inc.), plaintiff and a subsidiary of CBS Corporation,
filed a complaint against Belo Corp. and Belo TV, Inc., a subsidiary of Belo Corp., in the Supreme Court of the State of New
York, County of New York alleging, among other matters, that Belo breached obligations under the asset purchase agreement
between Belo and plaintff to purchase substantially all of the assets of WUPL-TV, then the UPN affiliate in New Orleans,
Louisiana, in the aftermath of Hurricane Katrina. Plaintiff’s amended complaint sought damages in the amount of the
difference between the $14,500 purchase price of the station and the station’s market value in December 2005, along with
unspecified costs and expenses, interest, attorneys' fees.and court costs. On February 26, 2007 the Company purchased
WUPL-TV in New Orleans, Louisiana for an amount less than the originally agreed-upon price. Concurrent with the station
purchase, the lawsuit relating to the purchase was settled.

On Jjune 3, 2005, a shareholder derivative lawsuit was filed by a purported individual shareholder of the Company in the
191st Judicial District Court of Dallas County, Texas, against Robert W. Decherd, Dennis A. Williamson, Dunia A. Shive and
John L. Sander, all of whom are current or retired executive officers of the Company; James M. Moroney 111, an executive
officer of The Dallas Morning News; Barry Peckham, a former executive officer of The Dallas Morning News; and Louis E.
Caldera, judith L. Craven, Stephen Hamblett, Dealey D. Herndon, Wayne R. Sanders, France A. Cérdova, Laurence E. Hirsch,
J. McDonald Williams, Henry P. Becton, Jr., Roger A. Enrico, William T. Solomon, Lloyd D. Ward, M. Anne Szostak and
Arturo Madrid, current and former directors of the Company. The lawsuit makes various claims asserting mismanagement
and breach of fiduciary duty related to the circulation overstatement at The Dallas Morning News announced by the Company
in August 2004. The defendants filed a joint pleading on August 1, 2005, seeking the lawsuit's dismissal based on the failure
of the purported individual shareholder to make demand on Belo 10 take action on his claims prior to filing the lawsuit. On
September 9, 2005, the plaintiff filed its response alleging that demand is legally excused. The defendants replied to
plaintiff's response on September 26, 2005. On September 30, 2005, discovery in this matter was stayed by court order.

On August 23, 2004, August 26, 2004 and October 5, 2004, respectively, three related lawsuits were filed by purported
shareholders of the Company in the United States District Court for the Northern District of Texas against the Company,
Robert W. Decherd, and Barry Peckham. The complaints arise out of the circulation overstatement at The Dailas Morning
News, alleging that the overstatement artificially inflated Belo's financial results and thereby injured investors. The plaintiffs
seek to represent a purported class of shareholders who purchased Belo common stock between May 12, 2003 and Aﬁgust 6,
2004. The complaints allege violations of Sections 10{b) and 20(a) of the Securities Exchange Act of 1934. On October 18,
2004, the court ordered the consolidation of all cases arising out of the same facts and presenting the same claims, and on
February 7, 2005, plaintiffs filed an amended, consolidated complaint adding as defendants John L. Sander, Dunia A, Shive,
Dennis A. Williamson, and James M. Moroney II1. On April 8, 2005, plaintiffs filed their unopposed motion for leave to file a
first amended consolidated complaint, which motion was granted on April 11, 2005. On August 1, 2005, defendanus filed a
motion to dismiss. On March 30, 2006, the defendants’ motion to dismiss was granted. On May 11, 2006, plaintiffs replead
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their allegations in a second amended consolidated complaint. On July 27, 2006, defendants filed motions to dismiss the
second amended consolidated complaint. On October 10, 2006, plaintiffs filed a consolidated opposition to defendants’
motion to distniss plaintiffs’ second amended consolidated complaint. The court has scheduled a hearing on the motion to
dismiss for March 9, 2007, No class or classes have been certified and no amount of damages has been specified. The
Company believes the complaints are without merit and intends to vigorously defend against them.

In 2004, the staff of the SEC notified the Company that the staff was conducting a newspaper industry-wide inquiry into
circulation practices, and inquired specifically about The Dallas Morning News’ circulation overstatement. The Company has
briefed the SEC on Thke Dallas Morning News circulation situation and related matters. The information voluntarily provided to
the SEC relates to The Dallas Morning News, as well as The Providence Journal and The Press-Enterprise. The Company will continue
to respond to additional requests for information that the SEC may have. .

A number of other legal proceedings are pending against the Company, including several actions for alleged libel and/or
defamation. In the opinion of management, liabilities, if any, arising from these other legal proceedings would not have a
material adverse effect on the results of operations, liquidity or financial pesition of the Company,

Item 4. Submission of Matters to a Vote of Security Holders

No matter was submitted to a vote of shareholders, through the solicitation of proxies or otherwise, during the fourth quarter
of the fiscal year covered by this Annual Report on Form 10-K.

PART 1l

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

The Company’s authorized common equity consists of 450,000,000 shares of Common Stock, par value $1.67 per share. The
Company has two series of Common Stock outstanding, Series A and Series B. Shares of the two series are identical in all
respects except as noted herein. Series B shares are entitled to 10 votes per share on all matters submitted to a vote of
shareholders; Series A shares are entitled to one vote per share. Transferability of the Series B shares is limited to family
members and affiliated entities of the holder and Series B shares are convertible at any time on a one-for-one basis into
Series A shares, and upon a transfer other than as described above, Series B shares automatically convert into Series A shares.
Shares of the Company’s Series A Common Stock are traded on the New York Stock Exchange (NYSE symbol: BLC). There is
no established public trading market for shares of Series B Common Stock. See the Consclidated Financial Statements,

Note 9 — Common and Preferred Stock.

The foliowing table lists the high and low trading prices and the closing prices for Series A Common Stock as reported on
the New York Stock Exchange for each of the quarterly periods in the last two years, and cash dividends attributable to each
quarter for both the Series A and Series B Common Stock.

High Low Close Dividends

2006 Fourth Quarter $18.83 $15.61 $18.37 $.125
Third Quarter $16.67 $14.93 $15.81 $.125

Second Quarter $20.15 $15.60 $15.60 $125

First Quarter $23.00 $19.66 $19.88 $.100

2005 Fourth Quarter $23.57 - $20.74 _ $21.41 $.100
Third Quarter $24.71 $22.09 $22.86 $.100

Second Quarter $24.96 $22.09 $23.97 £.100

First Quarter : $26.45 $22.58 $24.14 $.100

On January 31, 2007, the closing price for the Company's Series A Common Stock as reported on the New York Stock
Exchange was §18.72. The approximate number of shareholders of record of the Series A and Sertes B Common Stock at the
close of business on such date was 564 and 322, respectively.
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Issuer Purchases of Equity Securities r

The following table provides information about the Company’s Series A Common Stock repurchases during the quarter
ended December 31, 2006. The Company did not repurcha.se any shares of Series B Common Stock during the quarter ended
December 31, 2006.

i
il Total Number of
Shares Purchased as Maximum Number of
v Part of Publicly shares that May Yet be
i Total Number of Average Price Announced Plans or Purchased Under the
Period It shares Purchased  Paid per Share Programs flans o Programs™
September 30, 2006 " — — — 15,279,219
October 1, 2006 through October 31, 2006 J . —_ —_ —_ 15,279,219
November 1, 2006 through November 30, 2006 : 865,149 18.31 865,149 14,414,070
December 1, 2006 through December 31, 2006 | 365,015 18.41 365,015 14,049,055
Total d 1,230,164 £18.34 1,250,164 14,049,055

(1) In July 2000, the Company's Board of Directors authorized the repurchase of up to 25,000,000 shares of common stock. In December 2005, the Company’s Board of
Directors authorized the repurchase of an additional 15,000,000 shares of common stock. As of December 31, 2006, the Company had 14,049,055 remaining shares
under these purchase authorities. In addition, Belo has a stack repmchasc program authorizing the purchase of up to $2,500 of Company stock annually. There is no

expiration date for these repurchase programs.
1
1

Performance Graph i

The following Performance Graph and related information shall not be deemed “soliciting material” or to be “filed” with the Secunities and
Exchange Commission, nor shall such information be incorperated by reference into any future filing under the Securities Act of 1933 or
Securities Exchangt Act of 1934, each as amended, except to the extent that the Company specifically incorporates it by reference into such

Sfiling. . 1

The following graph compares (1) the annual cumulallve sharcholder return on an investmeni of $100 on December 31,
2001 in Belo’s Series A common stock, based on the market price of the Series A common stock and assuming reinvestment
of dividends, with {2) the cumnulative total return of a similar investment in companies on the Standard & Poor’s 500 Stock
Index and in a group of peer companies selected on a line-of-business basis and weighted for market capitalization. For 2006,
the Company’s peer group included the following companies: Dow Jones & Company, Inc.; Gannett Co., Inc,; Hearst-Argyle
Television, Inc.; Knight-Ridder, Inc.; Lee Enterprises, Inc.; LIN TV Corp.; McClatchy Newspapers, Inc.; Media General, Inc.;
The New York Times Company; The E.W. Scripps Company; Tribune Company; The Washington Post Company; and Young
Broadcasting Corporation. Belo is not included in the calculauon of peer group cumulative total shareholder return on
investment.
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Item 6. Selected Financial Data

The following table presents selected financial data of the Company for each of the five years in the period ended
December 31, 2006. Certain amounts for the prior years have been reclassified to conform to the current year presentation.
For 2 more complete understanding of this selected financial data, see “Item 7. Management's Discussion and Analysis of
Financial Condition and Results of Operations” and the Consolidated Financial Statements and the Notes thereto.

In thousands, except per share amounts 2006 2005 1004 2003 2002
Net cperating revenues:
Television Group revenues § 770536 § 703,426 § 741,154 § 677,392 $ 685,452
Newspaper Group revenues™ 817,733 829,344 779,142 763,652 752,131
Total net operating revenues $1588,272 $1,625770 §1,520,296 $1,441,044 51,437,588
Total operating expenses $1,200861  $1,220,824  $1,198,112  $1,130,793  $1,124 388
Earnings from operations $ 288411 § 295946 § 322,184 § 310,251 § 313,195
Other income and expense™ (84,728) (88,986)  (106,383)  (100,791) {99,741)
Income taxes (73,157) {79,272) {83.305) (80,935) (82,328)
Net eamings“’ : § 130526 § 127688 § 132496 § 128525 $ 131,126
Per share amounts:
Basic earnings per share $ 126 § 1.14 § 1.15 § 1.13 § 1.17
Diluted earnings per share $ 1.26 $ .12 % .13 § .11 % 1.15
Cash dividends paid $ 475§ 40§ 385 § 36§ 30
Total assets $3,614,278 $3,589,213  $3,588,000 $3,602,601 $3,614,055
Long-term debt . $1,283.434 $1,244.875 $1,170,150  $1,270,900 $1,441,200
Other data:
Consolidated EBITDA'Y $ 305060 $ 393855 $ 404,115 § 403,208 § 423,572
Depreciation and amortization (95,732) (95,861) (98,150) (100,228) {105,532)
Interest expense (95,654) (91,004) (90,164) {93,610) (104,786)
Income taxes {73,157) (79,272) (83,305) (80,935) (82,328)
Net earnings'® : $ 130526 § 127688 § 132496 $ 128525 § 131,126

(a) In 2004, Newspaper Graup included a reduction in revenue of $19,629 related to The Dallas Moming News’ advertiser plan. See “Other Matters™ below.

{b) In 2004, Belo recorded a charge of $11,528 relfated 1o the write-down of its investment in the Time Warner cable channel news joint ventures.

{c) Net earnings in 2004 included charges related to the write<down of the Time Warner investment of $11,678 (including $150 in legal fees) and The Dallas Moming News
circulation overstatement of $23,500.

{d) The Company defines Consolidated EBITDA as net earnings before interest expense, income taxes, depreciation and amortization. Consolidated EBITDA is not a mea-
sure of financial performance under accounting principles generally accepted in the United States. Management uses Consolidated EBITDA in internal analyses as a
supplemental measure of the financiat performance of the Company 1o assist it with determining performance comparisons against its peer group of companies, as well
as capital spending and other investing decisions. Consclidated EBITDA is also a common alternative measure of performance used by investors, financial analysts, and
rating agencies to evaluate financial performance. Consolidated EBITDA should not be considered in isolation or as a substitute for net earnings, operating income,
cash flows provided by operating activities or other income or cash flow data prepared in accordance with U.S. GAAP and this non-GAAP measure may noi be compara-
ble to simifarly titled measures of other companies.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following information should be read in conjunction with the other sections of the Annual Report on Form 10-K,
inctuding “Iem 1. Business,” “hem 1A. Risk Faclors,” “liern 6. Selected Financial Data,” “hiem 7A. Quaniitatve and Qualitative
Disclosures about Market Risks,” “Item 9A. Controls and Procedures” and the Consolidated Financial Statements and the
notes thereto. Management's Discussion and Analysis of Financial Condition and Results of Operations contains a number of
forward-tooking statements; all of which are based on our current expectations and could be affected by the uncertainties
and risk factors described throughout this filing and particularly in “Ttem 1A. Risk Factors”.

All references to earnings per share represent diluted earnings per share,
Overview

Belo began as a Texas newspaper company in 1842 and today is one of the nation’s largest media companies with a diversified
group of market-leading and award-winning television stations and newspapers. Belo is a Fortune 1000 company with
approximately $1.6 billion in 2006 revenues. Belo operates news and information franchises in some of America’s most
dynamic markets and regions. The Company owns 19 television stations, manages one television station through an LMA,
owns three cable news channels and publishes four daily newspapers, Belo also operates more than 30 Web sites, participates
in several interactive alliances and offers a broad range of Internet-based products.
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The Company believes the success of its media franchises is built upon providing local and regional news and information
and community service of the highest caliber. It has apptlied those principles for over 164 years. These principles have built
durable relationships with viewers, readers, advertisers and online users and have guided Belo's success.

Belo operates its business in two primary segments, the Television Group and the Newspaper Group. As of December 31,
2006, the Television Group consists of the Company's 19 television stations, one station operated under an LMA, and three
cable news channels. Additionally as of December 31, 2006, the Company also operated through joint ventures four other
cable news channels. Effective January 31, 2007, the Company’s joint venture with Cox Communications relating to
NewsWatch on Channel 15 in New Orleans terminated. WWL will continue to produce Channel 15 NewsWatch pending
further cable carriage arrangements. The Newspaper Group consists of the Company’s four daily newspapers, various niche
publications in the same markets and Belo’s commercial printing businesses. Both segments operate within the United States
and compete against similar and other types of media on a local, regional, and national basis.

The Company intends for the discussion of its financial condition and results of operations that follows to provide
information that will assist in understanding the Company’s financial statements, the changes in certain key items in those
statements from period to peried and the primary factors that accounted for those changes, as well as how certain accounting
principles, policies and estimates affect the Company’s financial statements. The discussion of results of operations at the
consolidated level is followed by a more detailed discussion of results of operations by segment.

Certain amounts for prior years have been reclassified 1w conform to the current year presentation.

Results of Operations
(Dollars in thousands, except per share amounts)

Consolidated Results of Operations

\ Pertentage Percentage
Year ended December 31, ' 2006 Change 2005 Change 2004
Net operating revenues $ 1,588,272 4.1% $ 1,525,770 0.4% $ 1,520,296
Operating costs and expenses (1,299,861) 5.7% (1,229,824} 2.6% (1,198,112}
Earnings from operations 268,411 (2.5)% 295,946 (8.1)% 322,184
Other income (expense) (64,728) (4.8)% (88,986) (16.4)% (106,383)
Earnings before income taxes 203,683 (1.6)% 206,960 4.1)% 215,801
Income taxes (73,187 (7.1 % (79,272) (4.8)% (83,305)
Net earnings % 120,526 2.2% $ 127,688 T (36)% § 132496

Total net operating revenues increased $62,502 or 4.1 percent for the year ended December 31, 2006, compared with the year
ended December 81, 2005. This increase is due to an increase of $67,113 or 9.5 percent in the Television Group slightly offset
by a decrease in the Newspaper Group of $4,611 or 0.6 percent. The increase in the Television Group results primarily from
increases in local, national and political advertising reveriues. The decrease in the Newspaper Group results primarily from- a
decrease in retail, general and classified advertising revenue. The Company depends on advertising as its principal source of
revenues, including the sale of air time on its television stations and advertising space in published issues of its newspapers
and on the Company's Web sites. The Company also derives revenues, to a much lesser extent, from the sale of daily
newspapers, compensation paid by networks to its television stations for broadcasting network programming, retransmission
fees for transmission of its broadcast programming over satellite and cable systems, subscription and data retrieval fees, and
amounts charged to customers for commercial printing.

Total net operating revenues in 2005 were relatively flat as compared with 2004 as increases in the Newspaper Group were
almost entirely offset by a decrease of approximately $45,732 in political advertising and approximately §7,200 in lost revenue
related to Hurricanes Katrina and Rita in the Television Group. The increase in the Newspaper Group was primarily due to a
$19,629 reduction in revenue associated with The Dallas Morning News voluntary advertiser plan that was recorded in 2004. Sce
the “Newspaper Group” and “Other Matters” discussions below.

Operating costs and expenses increased §70,037 or 5.7 percent in 2006 compared to 2005, Salaries, wages and employee
benefits expense increased $36,710 or 6.7 percent primarily due to incremental expenses of $16,993 in share-based
compensation and an increase in full time salaries of $6,715 due to merit increases. Additionally, the Company recorded
$8,179 in severance costs and other expenses related to the voluntary severance program of newsroom employees at The Dallas
Morning News and the technology optimization initiative announced in April 2006. Approximately $8,118 of these charges was
paid in 2006. Additionally, in the fourth quarter 2006, the Company announced that it would freeze its pension plan effective
March 31, 2007. In connection with that announcement, the Company recognized a curtailment loss of $4,082. These
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increases were partially offset by a decrease in estimated self-insured medical and workers compensation insurance expense of
$7.301 and a decrease in recurring pension expense of approximately $1,778.

Other production, distribution and operating costs increased $42,639 or 9.6 percent for the year ended December 31, 2006
compared to the year ended December 31, 2005, primarily related to an increase of $34,096 in outside services principally
attributable to consulting costs related to the technology initiative and circulation matters. Belo expects the consulting costs
to decrease in 2007 but to be partially replaced by increased technology costs. Additionally, distribution costs increased
$16,756 primarily related to the change in distribution methods at The Dallas Morning News. Newsprint, ink and other supplies
decreased §9,153 or 6.4 percent for the year ended December 31, 2006 as compared to the year ended December 31, 2005,
primarily due to the Company's strategic decisions to limit third-party circulation and to reduce the distribution perimeter of
The Dallas Morning News. The 17.4 percent decrease in consumption was partially offset by a 12.4 percent increase in the
average cost per metric ton of newsprint.

Operating costs and expenses increased $31,712 or 2.6 percent in 2005 compared to 2004. Salaries, wages and employee
benefits expense decreased $11,570 or 2.1 percent primarily related to a decrease in full time salaries and bonus expense
related to the Company-wide reduction in force in the fourth quarter of 2004. Other production, distribution and operating
costs increased $39,913 or 9.8 percent primarily due to incremental distribution expenses of §14,332 related to the change in
distribution methods at The Dallas Morning News, approximately $8,987 in planned incremental advertising costs across both
segments and approximately $4,100 in costs related to Hurricanes Katrina and Rita, Newsprint, ink and other supplies
increased $5,628 or 4.1 percent for the year ended December 31, 2005 as compared to the year ended December 31, 2004,
primarily due to an increase in the cost of newsprint. The average cost per metric ton of newsprint increased 10.2 percent.
This increase was partially offset by a 4.7 percent decrease in newsprint consumption.

The Company defines Consolidated EBITDA as net earnings before interest expense, income taxes, depreciation and
amortization. Consolidated EBITDA is not a measure of financial performance under GAAP. Management uses Consolidated
EBITDA in internal analyses as a supplemenial measure of the financial performance of the Company to assist it in
determining performance comparisons against its peer group of companies, as well as capital spending and other investing
decisions. Consolidated EBITDA is also a common alternative measure of performance used by investors, financial analysts,
and rating agencies to evaluate financial performance. Consolidated EBITDA should not be considered in isolation or as a
substitute for net earnings, operating income, cash flows provided by operating activities or other income or cash flow data
prepared in accordance with U.S. GAAP and this non-GAAP measure may not be comparable to similarly titled measures of
other companies.

The Company uses segment EBITDA as the primary measure of profitability to evaluate operating performance and to
allocate capital resources and bonuses to eligible operating company employees. Segment EBITDA represents a segment’s
earnings before interest expense, income taxes, depreciation and amortization. Other income (expense}, net is not allocated
to the Company’s operating segments because it consists primarily of equity earnings (losses) from investments in
partnerships and joint veniures and other non-operating income {(expense),

The following table presents a reconciliation of Consolidated EBITDA to net earnings for 2006, 2005 and 2004:

: Percentage Percentage .
Year Ended December 31, 2006 Change 2005 Change 2004
Consolidated EBITDA $395,069 0.3% £393,855 2.5)% $404,115
Depreciation and amortization (95,732) 0.0% (95,891) 2.3)% (98,150)
Interest expense (95,654) 51% (91,004) 0.9% (90,164)
Income taxes (73,157) (7.1 % (79,272) 48% {83,306)
Net earnings . $130,526 2.2% $127,688. (3.6)% $132,496

Consolidated EBITDA increased $1,214 or 0.3 percent in 2006 compared to 2005, primarily due to an increase in Television
Group segment EBITDA of $52,153 or 19.1 percent and an increase in Other income {expense), net, of $8,908 or

44].4 percent. These increases were almost entirely offset by a decrease in Newspaper Group segment EBITDA of $19,799 or
i1.1 percent and an increase in corporate expenses of $40,048 or 66.7 percent.

Consolidated EBITDA decreased $10,260 or 2.5 percent in 2005 compared to 2004, primarily due to a decrease in Television
Group segment EBITDA of $36,741 or 11.8 percent. This decrease was partially offset by an increase in Newspaper Group
segment EBITDA of $9,131 or 5.4 percent, and a decrease in Other income (expense} net, due to the charge of $11,528 in
2004 related to the discontinuation of the Time Warner joint ventures. Additionally, corporate expenses increased $887 or
1.5 percent.
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Interest expense increased $4,650, or 5.1 percent, for the year ended December 31, 2006, compared to the year ended
December 3].' 2005, primarily due to interest on the 6%% Senior Notes the Company issued in May 2006. Interest expense
remained relatively flat for the year ended December 31, 2005 compared to the year ended December 31, 2004.

Other income {expense), net, increased $8,908 or 441.4 percent in 2006, compared to 2005 primarily due to a one-time gain
of $7,536 in miscellaneous income refated 10 a payment assoctated with a change-in~control provision in one of Belo’s vendor
contracts. |

Other income (expense), net, increased $18,237 or 112.4 percent in 2005, primarily due to an $11,628 charge recorded in
2004 related to the discontinuation of the Belo and Time Warner joint ventures that operated local cable news channels in
Charlotte, North Carolina, and Houston and San Antonio, Texas. -

Income taxes decreased $6,115, or 7.7 percent, for the vear ended December 31, 2006, compared with the year ended
December 31, 2005, primarily due to a credit of $1,117 resulting from the favorable settlement of certain state tax liabilities
and a $3,813 reduction in tax expense related to Texas state tax reforms. In May 2006, the State of Texas enacted legislation
replacing its franchise tax with a new margin tax. Despile an effective date of January 1, 2008, the enactment of the Tax
Reform Bill represents a change in tax taw and SFAS 109, “Accounting for Income Taxes” requires that cffecls of the change
must be reflected in the financial statements in the qua: ter in which the new tax is enacted.

Income taxes decreased $4,033, or 4.8 percent, for the )jear ended December 31, 2005, compared with the year ended
December 31, 2004, primarily due to tower taxable income. The effective tax rate for 2006, 2005 and, 2004 was 35.9 percent,
38.3 percent and 38.6 percent, respectively. The effective tax rate is higher than the statutory tax rate primarily due to state
income taxes. i

As a result of the factors discussed above, the Company recorded net earnings of $130,526 ($1.26 per share) for 2006,

compared with net earnings of $127,688 ($1.12 per share) for 2005, and net earnings of $§132,496 ($1.13 per share) for 2004.
. - i ‘. R

Television Group i?

The following discussion reviews segment results for the .Company's Television Group as of December 31, 2006, which

consisted of 19 owned stations and one station operated through an LMA, plus three wholly-owned cable news operations.
The Television Group’s segment results for the last three years were as follows:

_ Percentage : Percentage
Year Ended December 31, . 2006 Change 2005 Change 2004
Net operating revenues ) $770,639 - 9.5% - $703,426 BG.1)% $741,154
Segment costs and expenses 444,870 3.5% 429,910 0.2Y% 430,897
Segment EBITDA(a) $525,669 19.1% $273 516 (11.8)% $310,Q57

(a} Belo's management uses segment EBITDA as the primary measure of profitability to evaluate operating performance and o allocate capital resources and
bonuses to eligible operating company cmp]oyccs Segment EBITDA represents a scgmenl s earnings before interest expense, income taxes, depreciation and
amortization. Other income (expcnsc) net is not allocated to the Cc.mpany s operating segments because it consists primarily of equity earnings (losses) from
investments in partnerships and joint ventures and other non-operating income (expensc).

Net Operating Revenues |

Television Group revenues increased 9.5 percent in 2006 and decreased 5.1 percent in 2005. The table below presents the
components of net operating revenues for the last three years: -

: Percentage i Percentage
Year Ended December 31, 2006 Change 2005 Change 2004
Local and national advertising -$676,953 4.3% $648,861 1.1% $641,928
Political advertising 47,050 545.1% 7,293 {86.3Y% 53,025
Other ! 46,536 (1.6)% 47,272 2.3% 46,201
Net operating revenues $770,539 9.5% $703,426 5.1)% $741,154

Local and national advertising revenues increased §28,092, or 4.3 percent, in the year ended December 31, 2006, as compared
to the year ended December 31, 2005. This increase is a combination of a $21,622, or 3.4 percent, increase in local and
national spot revenue primarily from the 2006 Super Bow! and Winter Olympics and a $6,721, or 54.8 percent, increase in
revenue generated from the Television Group’s Web sites as compared with the year ended December 31, 2005. Spot revenue
increases in the healthcare, automotive, telecommunications, entertainment and home improvement categories were partially
offset by decreases in the department store, pharmaceutical and food products categories. Political advertising revenues
increased $39,757, or 545.1 percent, in the year ended December 31, 2006, as compared with the year ended December 31,
2005, primarily due to local political adverdsing in the Seattle/Tacoma, Phoenix, St. Louis, Portland and Hampton/Norfolk
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markets as well as local political advertising in the New Orleans and Dallas/Fort Worth markets in the first half of 2006.
Political advertising revenues generally are higher in even numbered years than in odd numbered years due 1o elections for
various state and national offices. Additionally, other revenue decreased $736, or 1.6 percent, primarily due to a decrease in
network compensation of $6,166. In the third quarter 2005, the Company recognized approximately $3,500 of previously
deferred network compensation revenues. This net decrease in network compensation was partially offset by an increase in
retransmission revenues. :

Local and national advertising revenues increased $6,933 or 1.1 percent in 2005. This increase was a combination of a $5,116
or .8 percent increase in local and national spot revenue and a $2,891 or 30.8 percent increase in revenue generated from
the Television Group's Web sites as compared with 2004. Spot revenue increases in the furniture, insurance and home
improvement categories were partially offset by decreases in the automotive and telecom categories. National spot revenues
increased 1.4 percent in 2005 as compared to 2004 primarily due to increases in the Houston, Dallas and Hampton/Norfolk
markets. Political advertising revenues decreased $45,732 or 86.3 percent in 2005 as compared with 2004, as 2004 was a
national election year.

Segment Costs and Expenses

The Television Group's major segment costs and expenses categories are employee compensation and benefits and
programming costs. Employee compensation and benefits represenied approximately 52,8 percent, 51.6 percent and

51.7 percent of the Television Group's total segment costs and expenses in 2006, 2005, and 2004, respectively. Programming
costs represented 17.8 percent of the Television Croup s total segment costs and expenses in 2006 and 18.9 and 19.9 percent
in 2605 and 2004, respectively.

The Television Group’s segment costs and expenses increased $14,960 or 3.5 percent in the year ended December 31, 2006
when compared to the year ended December 31, 2005. Salaries, wages and employee benefits increased $13,049 or 5.9 percent
primarily due to merit and bonus increases and share-based compensation which is incremental in 2006. These increases were
partially offset by a decrease in estimated self-insured medical expense. Other production, distribution and operating costs
increased $1,938 or 0.9 percent with programming expense remaining relatively flat.

Television Group's segment costs and expenses decreased $1,326 or 0.3 percent in 2005, when compared to 2004. This
decrease is primarily due to decreases in programming costs, outside solicitation and employee compensation, which were
almost entirely offset by increases in advertising and promotion and sales costs and incremental costs of approximately $4,100
related to Hurricanes Katrina and Rita.

Television Group segment EBITDA increased $52,153 or 19.1 percent for the year ended December 31, 2006 compared to the
prior. year, primarily due to the $67,113 increase in local, national and political spot revenues, partially offset by the $14,960
increase in segment costs and expenses discussed above.

Segment EBITDA for the Television Group decreased $36,741 or 11.8 percent for the year ended December 31, 2005
compared to the prior year, primarily due to the $37,728 decrease in revenues, primarily political spot revenues, partially
offset by the $1,326 decrease in segment costs and expenses discussed above.

Newspaper Group

The following discussion reviews segment results for the Company’s Newspaper Group which consists of four daily
newspapers, various niche publications and commercial printing. Discussion of the three major newspapers generally includes
the operations of the related niche publications and products within their respective markets. The Newspaper Group’s
segment results for the last three years were as follows:

. Percentage Percentage | .
Year Ended Oecember 31, 2006 Change 2005 change 2004
Net operating revenues $817,733 - {0.6)% $822,344 55% 8779,142
Segment costs and expenses - 659,155 - 24% 643,967 5.6% 609,896
Segment EBITDA® $158,578 (11.)% §178,377 5.4% $169,246

Note: Certain amounts for the prior year have been reclassified to conform to the current year presentation.

{a)  Belo's management uses segment EBITDA as the primary measure of profitability to evaluate opemnng performance and to allocate capital resources and
bonuses to eligible opcmung company employees. Segment EBITDA represents a scg'ment s earnings before interest expense, income taxes, deprecnanon
and amortization. Other income {expense), net, is not allocated to the Company's operatmg segments because it consists primarity of equity earnings
{losses) from investments in partnerships and joint veritures and other non-operating income {expense).
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Net Operating Revenues ]

Newspaper Group revenues decreased 0.6 percent in 2006 and increased 5.5 percent in 2005. The table below presents the
components of Newspaper Group net operating revenues for the last three years:

: ) Percentage Percentage
Year Ended December 31, ' 2006 Change 2005 Change 2004
Advertising $674,140 (19)% $687,140 2.6% $660,811
Circulation- 116,265 11.0% 104,790 _ 8.3% 96,786
Other : 27,328 (10.1)% 30,414 142.4% 12,545
Net operating revenues $817,733 (0.6)% $822,344 5.5% $779,142

In 2006, advertising revenues accounted for 82.4 percent of total Newspaper Group revenues compared to 83.6 percent in
2005 and 86.0 percent in 2004. In 2006, circulation revenue accounted for 14.2 percent of total Newspaper Group revenues
compared to 12.7 percent in 2005 and 12.4 percent in 2004. In all three years, commercial printing made up most of the
remainder of Newspaper Group revenues except for the'$19,629 revenue reduction at The Dallas Morning News in 2004 as
described below. i :

Net operating;revenues for The Dallas Morning News increased by $1,110, or 0.2 percent, in the year ended December 31,
2006, as compared to the year ended December 31, 2005. At The Dallas Morning News, circulation revenue increased $13,570,
or 23.9 percent, in the year ended December 31, 2006, as compared with the year ended December 31, 2005, primarily due to
an estimated increase of $24,555 related to the change in distribution methods from a buy-sell arrangement to a
fee-for—delivery arrangement, as discussed below. Circulation revenues attributable to the change in distribution methods are
expected to continue at approximately the current level. The Dallas Morning News has experienced a decrease in circulation
over the past few years. Efforts to improve the circulation include a promotional campaign involving discounts of
approximately $7,795 for the year ended December 31, 2006. The decreases in.circulation revenue due to the discounts
partially offset the increases in circulation revenue due to the change in distribution methods. The Dallas Morning News is
moving to concentrate its circulation efforts on its core readership. The Dallas Morning News expects circulation and circulation
revenue to fluctuate during this process. The increases in circulation revenue were partially offset by decreases in advertising
revenue. Total advertising revenues decreased $11,552, or 2.8 percent, in the year ended December 31, 2006, when compared
to the year ended December 31, 2005. General advertising revenues decreased $2,273, or 3.4 percent, in the year ended
December 31, 2006, as compared to the year ended December 31, 2005, primarily due to decreases in the automotive and
telecommunications categories, partially offset by an increase in the general category. Retail advertising revenue decreased
$6,622, or 7.0 percent, in the year ended December 31, 2006, compared to the year ended December 31, 2005, primarily due
to decreases in the department stores, furniture, and general retail categories. Classified advertising revenue, including
internet revenue, decreased $7,681, or 5.5 percent, in the year ended December 31, 2006, as compared to the year ended
December 31, 2005, primarily due to decreases in the automotive and real estate categories, partially offset by an increase in
the employment category. ‘.
Net operating revenuces for The Dallas Morning News increased $29,893, or 6.4 percent in the year ended December 31, 2005,
as compared to the year ended December 31, 2004. Total advertising revenues remained relatively flat for the year ended
December 31, 2005 compared to the year ended December 31, 2004. Classified advertising revenues, including internet
revenue, increased $1,471 or 4.5 percent in 2005 as compared to the prior year, primarily due to an increase in the
employment category. Retail advertising revenues declined $4,091 or 4.1 percent in 2005 as compared to the prior year,
primarily due'to decreases in the entertainment, department store, and grocery store catcgories. These decreases were
partially offset by an increase in the professional services category. General advertising revenues decreased $446 or 0.7 percent
in 2005 as compared to the prior year, primarily due to decreases in the telecommunications and travel categories. These
decreases were partially offset by higher volume in the automotive and financial categories. Additionally, Total Market
Coverage (“TMC”) and preprints revenue decreased §1,939 or 2.2 percent in 2005 as compared to the prior year. At The
Dallas Morning News, circulation revenue increased $10,767 or 23.4 percent in 2005 as compared with 2004. This increase is
primarily the result of a change in arrangements with distributors of home delivery and single copy sales, from a buy-sell
arrangement to a fee-for-delivery arrangement similar 1o the Company’s other newspapers. Subscription revenues under buy-
sell arrangements with distributors are recorded based on the net amount received from the distributor, whereas subscription
revenues under fee-based delivery arrangements with distributors are recorded based on the amount received from the
subscriber. The operating expenses for the delivery fees paid to the distributors are recorded as they are incurred. Under the
previous arrangements, The Dallas Meorning News recorded circulation revenue based on the net payment received from
distributors. Advertising revenues.were not affected by this change.

Net operating revenues for The Providence Journal decreased $3,279, or 2.0 percent, in the year ended December 31, 2006, as
compared to the year ended December 31, 2005. Advertising revenues were relatively flat for the year ended December 31,
2006, compared to the year ended December 31, 2005. Retail advertising revenues decreased $2.821, or 6.0 percent, due to
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decreases in the automotive, furniture and home accessories and telecommunications categories for the year ended
December 31, 2006, compared to the year ended December 31, 2005. General advertising revenues decreased $1,422, or

32.6 percent, for the year ended December 31, 2006, compared to the year ended December 31, 2005, primarily due to
decreases in the antomotive, travel and pharmaceutical categories. These decreases in retail and general advertising revenues
were partially offset by an increase in classified advertising revenue. Classified advertising revenue increased $1,170, or

2.4 percent, in the year ended December 31, 2006, compared to the year ended December 31, 2005, primarily due to
increases in the real estate and other categories partially offset by decreases in the employment and automotive categories.
Circulation revenue declined §1,891, or 6.6 percent, in the year ended December 31, 2006, compared to the year ended
December 31, 2005, primarily due to lower overall circulation and an increase in discounts related to a promotional campaign
to improve circulation.

Net operating revenues for The Providence Journal increased $5,944, or 8.7 percent, in the year ended December 31, 2005, as
compared to the year ended December 31, 2004. Advertising revenues increased $7,797 or 6.1 percent in 2005 compared to
2004. Classified advertising revenue, including internet revenue, increased $8,344 or 20.8 percent in 2005 compared to 2004,
primarily due to increases in the real estate and employment categories. Revenues from preprints and TMC increased $697 or
2.4 percent year over year, primarily due to increasés in the consumer electronics, sporting goods and miscellaneous
categories. These increases were partially offset by a decrease in retail advertising revenues of $1,951 or 4.0 percent for 2005
when compared to 2004. Additionaily, general advertising revenues decreased $1,138 or 20.7 percent’in 2005 when compared
to the prior year due to decreases in the automotive and food categories. Circulation revenues declined $1,931 or 6.4 percent
in 2005 primarily due to lower Sunday circulation volumes, partially offset by a slight increase in daily circulation volumes.

Net operating revenues for The Press-Enterprise decreased $2,443 or 1.5 percent in the year ended December 31, 2006, as
compared to the year ended December 31, 2005. Total advertising revenues were relatively flat in the year ended December 31,
2006, compared with the year ended December 31, 2005. Classified advertising revenues, including internet revenues,
increased $1,902, or 3.1 percent, primarily due to increases in the real estate category, partially offset by decreases in the
automotive and employment categories. Preprints and TMC revenues increased $1,064, or 5.3 percent, primarily due to
increases in the drug store and home furnishings categories. Offsetting these increases were decreases in retail and general
advertising revenues and commercial printing revenue. Retail advertising revenues decreased $1,225, or 5.8 percent, primarily
due to decreases in the department store and grocery categories partially offset by an increase in the furniture category.
General advertising revenues decreased $2,129, or 16.0 percent, in the year ended December 31, 2006, when compared with
the year ended December 31, 2005, primarily due to decreases in the telecommunications and automotive categories,
Circulation revenue at The Press-Enterprise decreased $205, or 1.0'percent. Commercial printing and other revenue at The Press-
Enterprise declined $2,105, or 27.6 percent, for the year ended December 31, 2006, compared to the year ended December 31,
2005, ' ‘

Net operating revenues for The Press-Enterprise increased $7,299,0r 4.8 percent in the year ended December 31, 2005, as
compared to the year ended December 31, 2004. Total advertising revenues increased $10,341 or 8.5 percent in 2005
compared with 2004. Classified advertising revenues, including internet revenues, increased $10,030 or 19.7 percent, primarily
due to gains in the real estate and employment categories offset slightly by a decrease in the automotive category. Preprints
and TMC revenues increased $1,563 or 8.5 percent primarily due to increases in the consumer electronics, home
improvenient and office supply categories. Offsetting these increases was a slight decrease in retail advertising revenues of
$394 or 1.8 percent in 2005 when compared with 2004. General advertising revenues were flat in 2005 as compared with
2004. Circulation revenue at The Press-Enterprise declined $831 or 4.1 percent when comparing 2005 to 2004. This decline was
due to a decrease in both home delivery and single ‘copy sales. '

Segment Costs and Expenses

Newspaper Group segment costs and expenses increased $15,188, or 2.4 percent, in the year ended December 31, 2006, as
compared to the prior year period primarily due to increases in salaries, wages and employee benefits and other production,
distribution and operating costs partially offset by a decrease in newsprint, ink and other supplies. Salaries, wages and
employee benefits increased primarily due to severance costs, incremental share-based compensation expenses and increased
pension expense due to the announced pension curtailment. These increases were partially offset by decreases in sales
commissions, estimated selfinsured medical and workers’ compensation insurance costs. Other production, distribution and
operating costs increased primarily due to increased distribution and outside services costs. The increase in distribution costs
is due to approximately $19,550 in additional costs related to the change in distribution methods at The Dallas Morning News.
Belo expects this increased level of distribution costs at The Dallas Morning News to continue, Outside services increased
primarily due to increased consulting expenses primarily related to readership and sales initiatives. Newsprint, ink and other
supplies decreased $9,115 or 6.4 percent for the year ended December 31, 2006 as compared to the year ended December 31,
2005, due to the Company's strategic decisions to limit third-party circulation and to reduce the distribution area of The
Dallas Morning News and lower advertising volumes. The 17.4 percent decrease in consumption was partially offset by an
increase in the average cost per metric ton of newsprint of 12,4 percent.
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Newspaper Group segment costs and expenses increased $34,071 or 5.6 percent in 2005 when compared to the prior year
primarily due to increases in distribution costs, newsprint expenses, tax expenses and incremental expenses related to
advertising and promotion initiatives. These increases were partially offset by a decrease in direct compensation and benefits.
Distribution costs increased 21.9 percent primarily due to the incremental expenses related to the change in distribution
methods at The Dallas Morning News mentioned above. Newsprint expenses were five percent higher in 2005 due to a

10.2 percent increase in the average cost per metric ton of newsprint partially offset by a five percent decrease in volume.
Property tax expense increased primarily due to the faverable settlement of prior year taxes between The Providence Journal
and the City of Providence, Rhode Istand which was recorded in 2004. Salaries and other direct compensation decreased
primarily due to a charge recorded by the Newspaper Group in 2004 of $3,788 for severance costs and other expenses related
to the reduction in force in 2004~

Newspaper Group segment EBITDA decreased $19,799 or 11.1 percent for the year ended December 31, 2006, compared to
the prior year primarily due to a $13,000 decrease in advertising revenues and a $15,188 increase in segment costs and
expenses, partially offset by a $11,475 increase in circulation revenue due to the change in distribution methods at The Dallas
Momning News as discussed above.

Newspaper Group segment EBITDA increased $9,131 or 5.4 percent for the year ended December 31, 2005, as compared to
2004 primarily due to a §17,329 increase in advertising revenues and a $8,004 increase in circulation revenue primarily due to
the change in distribution methods at The Dallas Morning News which began in the fourth quarter of 2005. Additionally, in
2004 the Newspaper Group recorded a $19,629 reduction in revenue associated with The Dallas Morning News voluntary
advertiser plan. These increases were partially offset by a $34,071 increase in segment costs and expenses.

Corporate

Corporate costs and expenses increased $40,048, or 66.7 percent, in the year ended December 31, 2006, compared to the
year ended December 31, 2005, primarily due to incremental expenses of $25,724 in consulting fees principally related to the
technology initiatives and $10,664 in incremental share-based compensation.

During the year ended December 31, 2006, the Company recorded a one-time gain of $7,536 in miscellaneous income related
to a payment associated with a change-in-contro] provision in one of Belo’s vendor contracts. Additionally, Belo recorded a
one-time net reduction of $3,813 in tax expense related to the enactment of the new State of Texas margin tax and a credit
of $1,117 resulting from the favorable settlement of certain state tax liabilities as discussed above.

Corporate costs and expenses increased $1,182, or 1.8 percent, in the year ended December 31, 2005, compared to the year
ended December 31, 2004.

Forward-Looking Statements

Statements in Items 7 and 7A and elsewhere in this Annual Report on Form 10-K concerning Belo’s business outlook or
future economic performance, anticipated profitability, revenues, expenses, capital expenditures, investments, future newspa-
per circulation, future financings or other financial and non-financial items that are not historical facts, are “forward-looking
statements” as the term is defined under applicable federal securities laws. Forward-looking statements are subject to risks,
uncertainties and other factors described throughout this filing, and particularly in “Item 1A. Risk Factors”, that could cause
actual results to differ materially from those statements.

Such risks, uncertainties and factors include, but are not. limited to, changes in capital market conditions and prospects, and
other factors such as changes in advertising demand, interest rates and newsprint prices; newspaper circulation matters,
including changes in readership and audits and related actions by the Audit Bureau of Circulations; technological changes,
including the transition to digital television and the development of new systems to distribute television and other audio-
visual content; development of Internet commerce; industry cycles; changes in pricing or other actions by competitors and
suppliers; regulatory changes; adoption of new accounting standards or changes in existing accounting standards by the
Financial Accounting Standards Board or other accounting standard-setting bodies or authorities; the effects of Company
acquisitions and dispositions; the recovery of the New Orleans market, where the Company owns and operates marketleading
television station WWL-TV, from the effects of Hurricane Katrina; general economic conditions; and significant armed
conflict, as well as other risks detailed in Belo's other public disclosures, filings with the SEC and elsewhere in this Annual
Report on Form 10-K. \

GAAP and Non-GAAP Financial Measures

In this report, financial measures are presented in accordance with accounting principles generally accepted in the United
States (“GAAP™) and also on a non-GAAP basis. The Company defines Consolidaied EBITDA as net earnings before interest
expense, income taxes, depreciation and amortization. Consolidated EBITDA is not a measure of financial performance
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under GAAP. Management uses Consolidated EBITDA in internal analyses as a supplemental measure of the financial
performance of the Company to assist it with determining performance comparisons against its peer group of companies, as
well as capital spending and other investment decisions. Consolidated EBITDA is also a common alternative measure of
performance used by investors, financial analysts, and rating agencies to evaluate financial performance. Consolidated
EBITDA should not be considered in isolation or as a substitute for net earnings, operating income, cash flows provided by
operaling activities or other income or cash flow data prepared in accordance with U.S. GAAP and this non-GAAP measure
may not be comparable to similarly titled measures of other companies.

Critical Accounting Policies and Estimates

Belo's financial statements are based on the selection and application of accounting policies that require management to
make significant estimates and assumptions. The Company believes that the following are some of the more critical
accounting policies currently affecting Belo’s financial position and results of operations. See the Consolidated Financial
Statements, Note 1 — Summary of Significant Accounting Policies, for additional information concerning significant
accounting policies.

Revenue Recognition Broadcast advertising revenue is recorded, net of agency commissions, when commercials are aired.
Newspaper advertising revenue is recorded, net of agency commissions, when the advertisements are published in the
newspaper. Advertising revenues for Internet Web sites are recorded, net of agency fees, ratably over the period of time the
advertisement is placed on Web sites, Proceeds from subscriptions are deferred and are included in revenue on a pro-rata
basis over the term of the subscriptions. Subscription revenues under buy-sell arrangements with distributors are recorded
based on the net amount received from the distributor, whereas subscription revenues under fee-based delivery arrangements
with distributors are recorded based on the amount received from the subscriber. Commercial printing revenue is recorded
when the product is shipped. :

Program Rights Program rights represent the right to air various forms of first-run and existing second-run programming.
Program rights and the corresponding contractual obligations are recorded when the license period begins and the programs
are available for use. Program rights are carried at the lower of unamortized cost or estimated net realizable value on a
program-by-program basis. Program rights and the corresponding contractual obligations are classified as current or long-
term based on estimated usage and payment terms, respectively. Costs of off-network syndicated programs, first-run
programming and feature films are amortized on a straightline basis over the future number of showings allowed in the
contract.

Impairment of Property, Plant and Equipment, Goodwill and Intangible Assets  In assessing the recoverability of the
Company’s property, plant and equipment, goodwili and intangible assets, the Company must make assumptions regarding
estimated future cash flows and other factors to determine the fair value of the respective assets. If these estimates or their
related aésumptions change in the future, the Company may be required to record impairment charges not previously
recorded for these assets.

At December 31, 2006, Belo had net investments of $560,494 in property, plant and equipment, $1,237,348 in goodwill and
$1,336,870 in intangible assets, primarily FCC licenses. )

The Company reviews the carrying value of property, plant and equipment for impairment whenever events and
circumstances indicate that the carrying value of an asset may not be recoverable. Recoverability of property and equipment is
measured by comparison of the carrying amount to the future net cash flows the property and equipment is expected to
generate. Based on assessments performed during the years ended December 31, 2006, 2005 and 2004, the Company did not
record any impairment losses related to property, plant and equipment.

Goodwill is tested at least annually by reporting unit for impairment. For the Television Group, a reporting unit consists of
the television station(s) within a market. For the Newspaper Group, a reporting unit consists of the newspaper operations in
each individual market. FCC licenses are tested for impairment at least annually on a market basis. Based on assessments
performed during the years ended December 31, 2006, 2005 and 2004, the Company did not record any impairment losses
related to goodwill or intangible assets.

Prior to January 1, 2002, all of the acquired intangible assets were classified together as “goodwill and intangible assets” in the
Company’s consolidated financial statements and were amortized over a composite life of 40 years. Upon the adoption of
SFAS 142 on January 1, 2002, the Company reclassified the FCC licenses apart from goodwill as separate indefinite lived
intangible assets and ceased amortization of both goodwill and the FCC licenses. The Company was not able to reclassify any
amounts related to the network affiliation agreements apart from goodwill, as the accounting records that would allow for
segregation of these assets were not available. Substantially all of the network affiliation agreements acquired in thesé business
acquisitions were acquired prior to December 31, 1999, and many of these agreements have been modified or replaced by
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new agreements. In addition, the Company believes that network affiliation agreements currently do not have a material value
that is separable from the related FCC licenses, because without an FCC license a broadcast company cannot obtain a network
affiliation agreement. Accordingly, the Company believes that the remaining value of its acquired network affiliated
agreements was not significant upon the adoption of SFAS 142.

If the Company had assigned separate values for its acquired network affiliation agreements and, therefore, less value to its
broadcast licenses, it would have had a significant effect on the Company’s historical operating results. The following chart
reflects the effect of 2 hypothetical reassignment of value from broadcast licenses o network affiliation agreements and the
resulting increase in amortization expense assuming a 13-year amortization period. However, had the Company amortized the
values over the lives of the respective contracts, there would have been no material effect on the Company’s results of
operations for the year ended December 31, 2006; as substantially all of these agreements have been modified or replaced
since acquisition. :

: Percentage of Total

3 Broadcast Llicense Value

| Reassigned to Network
Affiliation Agreements

As reported 50% 25%

(tn thousands, except per share data)
Balance Sheet as of December 31, 2006: - B
Broadcast licenses v $1,289,504 $644,752 $967,128

Intangible assets, net (including network affiliation agrzements} 47,366 692,118 369,742
Staternent of Earnings for the year ended December 31, 2006:

Amortization of intangible assets 8,348 51,334 29,841

Earnings from operations ‘ 288,411 245,425 266,918

Net earnings : 130,526 102,981 116,753

Net earnings per share , b3 1.26 $ 099 £ 112

Contingencies Belo is involved in certain claims and litigation related to its operations. In the opinion of management,

liabilities, if any, arising from these claims and litigation would not have a material adverse effect on Belo’s consolidated
financial pesition, liquidity or results of operations. The Company is required to assess the likelihood of any adverse
judgments or cutcomes to these matters as well as potential ranges of probable losses. A determination of the amount of
reserves required, if any, for these contingencies is made after careful analysis of each individual matter. The required reserves
may change in the future due 1o new developments in each matter or changes in approach such as a change in settlement
strategy in dealing with these matters. '

Share-Based Compensation The Company records the compensation expense related to its stock options according to
SFAS 123R, as adopted on January 1, 2006. The Company records the compensation expense related to its options using the
fair value as of the date of grant as calculated using the Black-Scholes-Merton method. The Company records the
compensation expense related to its restricted stock units using the fair value as of the date of grant.

Employee Benefits Belo is in effect self-insured for employeerelated health care benefits. A third-party administrator is
used to process all claims. Belo’s employee health insurance liability is based on the Company’s historical claims experience
and is developed from actuarial valuations. Belo’s reserves associated with the exposure to the self-insured liabilities are
monitored by management for adequacy. However, actual amounts could vary significantly from such estimates.

Pension Benefits Belo’s pension costs and obligations are calculated using various actuarial assumptions and methodolo-
gies as prescribed under SFAS 87, “Employers’ Accounting for Pensions.” To assist in developing these assumptions and
methodologies, Belo uses the services of an independent consulting firm. To determine the benefit obligations, the
assumptions the Company uses include, but are not limited to, the selection of the discount rate and projected salary
increases. In determining the discount rate assumption of 6.0 percent, the Company used a measurement date of

December 31, 2006 and constructed a portfolio of bonds to martch the benefit payment stream that is projected to be paid
from the Company’s pension plans. The benefit payment stream is assumed to be funded from bond coupons and maturities
as well as interest on the excess cash flows from the bond portfolio.

To compute the Company’s pension expense in the year ended December 81, 2006, the Company used actuarial assumptions
which include a discount rate, an expected long-term rate of return on plan assets and projected salary increases. The
discount rate of 5.75 percent, used in this calculation, is the rate used in computing the benefit obligation as December 31,
2005. The expected long-term rate of return on plan assets of 8.50 percent is based on the weighted average expected long-
term returns for the target allocation of plan assets as of the measuremnent dates of December 31, 2006 and 2005. Although
the Company believes that the assumptions used are appropriate, differences between assumed and actual experience may
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affect the Company’s operating results. See the Consolidate Financial Statements, Note 6 — Defined Benefit Pension and
Other Post Retirement Plans, for additional information regarding the Company's pension plan.

Recent Accounting Pronouncements

In September 2006, the FASB issued SFAS 158, “Em_'ploycrs’ Accounting for Defined Benefit Pension and Other Postretire.
ment Plans”. SFAS 158 requires plan sponsors of defined benefit pension and other postretirement benefit plans to recognize
the funded status of their postretirement benefit plﬁns in their financial statements, measure the fair value of plan assets and
benefit obligations as of the date of the fiscal year-end statement of financial position, and provide additional disclosures. On
December 31, 2006, the Company adopted the recognition and disclosure provisions of SFAS 158. See the Consolidated
Financial Statements, Note 6-Defined Benefit Pension and Other Post Retirement Plans, for a discussion of the effect the
adoption of this standard on the Company’s financial statements.

In September 2006, the FASB issued SFAS 157, “Fair Value Measurements”. SFAS 157 establishes, among other items, a
framework for fair value measurements in the financial statements by providing a single definition of fair value, provides
guidance on the methods used to estimate fair value, and increases disclosures about estimates of fair value. The effective
date of SFAS 157 for the Company is January 1, 2008. The Company is evaluating the effect of the adoption of this standard.

In June 2006, the FASB issued FASB Interpretation ("FIN") 48, “Accounting for Uncertainty in Income Taxes”. FIN 48 is an
interpretation of SFAS 109. Among other things, FIN 48 prescribes a recognition threshold and measurement attributes for
the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. The
effective date of FIN 48 for the Company is January 1, 2007. The adoption of FIN 48 is not expected to have a material effect
on the Company's financial statements. See the Consolidated Financial Statements, Note 11-Income Taxes, for further
information on the Company’s income taxes. )

In December 2004, the FASB issued SFAS 128R, “Share-Based Payment.” SFAS 123R is a revision of SFAS 123, “Accounting for
Stock Based Compensation”. SFAS 123R supersedes Accounting Principles Board (APB) Opinion 25, “Accounting for Stock
Issued to Employees”, and amends SFAS 95, “Statement of Cash Flows”. Among other items, SFAS 123R eliminates the use of
APB 25 and the intrinsic value method of accounting, and requires companies to recognize the cost of employee services
received in exchange for awards of equity instrumer:;lts, based on the grant date fair value of those awards, in the financial
statements. 3

At December 31, 2006, the Company has stock-based compensation plans that are described more fully in the Consolidated
Financial Statements, Note 4-Long-term Incentive Plans. Prior to January 1, 2006, the Company accounted for the plans
under the recognition and measurement provisions;of APB Opinion 25, “Accounting for Stock Issued to Employees,” and
related Interpretations, as permitted by SFAS 123, “Accounting for Stock-Based Compensation”. No stock-based employee
compensation cost was recognized in the Statements of Earnings for the years ended December 31, 2005 or 2004 for options
granted, as all options granted under the plans had an exercise price equal to the market value of the underlying common
stock on the date of grant. Effective January 1, 2006, the Company adopted the fair value recognition provisions of SFAS 123R
using the modified prospective transition method. Under this transition method, compensation cost recognized in the year
ended December 31, 2006, includes: (a} compensation expense of all share-based payments granted prior to, but not yet
vested as of, January 1, 2006 (based on the grant-date fair value estimated in accordance with the original provisions of
SFAS 123), and (b) compensation cost for all share-based payments granted subsequent to January 1, 2006 (based on the
grant-date fair value estimated in accordance with the provisions of SFAS 123R). Results for prior periods have not been
restated, '

As a result of adopting SFAS 123R on January 1, 20(|)6, the Company’s-income before income taxes and net income for the
year ended December 31, 2006 are $9,886 and $6,335 lower, respectively, than if it had continued to account for share-based
compensation under APB Opinion 25. Basic and diluted earnings per share for the year ended December 31, 2006 are $.06
lower than if the Company had continued to account for share-based compensation under APB Opinion 25.

Prior to the adoption of SFAS 123R, the Company presented all tax benefits of deductions resulting from the exercise of
stock options as operating cash flows in the Statement of Cash Flows. SFAS 123R requires the cash flows resulting from the
tax benefits resulting from tax deductions in excess of the compensation cost recognized for those options (excess tax
benefits) to be classified as financing cash flows. The $632 excess tax benefit classified as a financing cash inflow would have
been classified as an operating cash inflow if the Company had not adopted SFAS 123R.

The following table illustrates the effect on net earnings and net earnings per share if the Company had applied the fair
value recognition provisions of SFAS 123 to options-granted under the Company’s stock option plans in all periods presented
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prior to the aé‘loption of SFAS 123R. For purposes of this pro forma disclosure, the value of the options is estimated using a
Black—Scholes—Mcrton option-pricing formula and amortized to expense over the options’ vesting periods. :

L i 2005 2004

Stock-based compensation expense includcd;;in the determination of net

earnings, net of income taxes i . % 188 $ -
Net earnings, as reported l' $127,688 $132,496
Less: Stock-based compensation expense for options determined under fair

value-based method, net of income taxes 7,280 9,063

Net earnings, pro forma . ' $120408  $123,433
Per share amounts; i
Basic net earnings per share, as reported !r § 114 $§ 116
Basic net earnings per share, pro forma ' $ 1.08 $ 108
Diluted net earnings per share, as reported i $ 112 § 113
Diluted net earnings per share, pro forma i § 1.07 § 106

f ‘

t Liquidity and Capital Resources i
h . {Dollars in thousands, except per share amounts)

Operating €ash Flows I

Net cash proﬁded by operations, bank borrowings and term debt are Belo’s primary sources of liquidity. Net cash provided by
operations was $245,098, $227,057 and $276,936 in the 'years ended December 31, 2006, 2005 and 2004, respectively. The:
changes in cash flows from operations are caused primarily by changes in net earnings and normal changes in working capital
requirements. The Company used net cash provided by operations and proceeds from stock option exercises to purchase
treasury shares, fund capital expenditures and dividend payments, and pay debt.

The Company did not make any contributions to its defined benefit pension plan in the year ended December 31, 2006.
Recent pension reform legislation approved by Congress is expected to significantly increase the costs and funding
requirements of defined benefit retirement plans like Belo’s pension plan. On November 2, 2006, the Company announced
that it will curtai) al benefits under its pension plan eflective March 81, 2007 and that it plans to provide transition benefits
to affected employees, including the granting of five years of additional credited service and supplemental contributions for a
period of upto five years to a defined contribution plah for the benefit of those affected by these changes who remain with
the Company. The Gompany has not planned any contributions to its defined benefit pension plan in 2007.

Investing Cash Flows i

Net cash flows used in investing activities were $109,57§, $83,275 and $88,440 in 2006, 2005 and 2004, respectively. These cash
flows are primarily attributable to capital expenditures and investments as more fully described below. :

i
Capital Expenditures !'
h l
Total capital expenditures were $114,25%, $87,268 and $79,562 in 2006, 2005 and 2004, respectively. These were primarily for
Television Group and Newspaper Group facilities and ¢quipment and corporate-driven technology initiatives. As of
December 31, 2006, projected future payments for capital projects in 2007 were approximately $75,000. Belo expects to
finance future capital expenditures using cash generatid from operations and, when necessary, borrowings under the
revolving credit agreement. : :

On April 13, 2006, the Company broke ground for a new distribution and production center in southern Dallas County,
Texas for The Dallas Morning News. The new center is scheduled to be completed and ready for production in the first quarter
2007. The total cost of the land, building and land improvements, and equipment is projected to be approximately $55,000,
of which approximately $30,072 was incurred in the year ended December 31, 2006, and approximately $43,548 has been
incurred since the beginning of the project through December 31, 2006.

. I :
On January 20, 2006, the Company announced plans !Io build a state-of-the-art media center.building for The Press-Enterprise.
The 150,000 square foot, five-story office building will centralize all news, editorial, advertising, sales and marketing, *
technology, production support and administrative functions for the organization's operations. The new building will be.
adjacent to the newspaper's current building. Construction began in the first quarter 2006 and the new building is scheduled
to be completed and ready for occupancy in the first half of 2007. The cost of the new building is projected to be

\
t
|

i

i
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approximately $40,000 of which approximately $22,731 was incurred in the year ended December 31, 2006, and
approximately $27,083 has been incurred since the beginning of the project through December 31, 2006.

investments

Omn July 23, 2004, Belo and Time Warner discontinued their joint ventures that operated the local cable news channels in
Charlotte, North Carolina and Houston and San Antonio, Texas. Investments totaling $39,070 ($5,093 of which was invested
in 2004) had been made related to the Time Warner joint ventures. A charge of 311,678 related to the discontinuation of the
joint ventures was recorded in the third quarter of 2004,

In 2004, Belo entered into joint marketing and shared services agreements with HIC Broadcasting, Inc. {(“*HIC”), the owner
and operator of KFWD-TV, Channel 52, licensed to Fort Worth, Texas. These agreements expire December 3'1_, 2009, but are
subject to extension. Belo provides advertising sales assistance, certain technical services and facilities to suppbrt the
operations of KFWD-TV, as well as limited programming. In exchange, Belo is reimbursed for its costs and receives 50 percent
of the net profits from the operations of KFWD-TV. The amounts received under these agreements were not material to
Belo’s consolidated results of operations in 2006 or 2005, In addition, in exchange for $10,375 in cash, Belo acquired options
to acquire undivided interests in the assets owned, held or teased by HIC, which are used in the operations of KFWD-TV. The
aggregate exercise price of the options to acquire a 100 percent interest is $31,125, subject to adjustment. These options
expire December 31, 2012, HIC also has the option, through December 31, 2009, to require Belo to acquire KFWD-TV. The
exercise of the options by either Belo or HIC is dependent on modification of the FCC’s media ownership rules and policies
to permit Belo's ownership of KFWD-TV. :

Financing Cash Flows :

Net cash flows used in financing activities were $123,508, $139,149 and $191,812 in the years ended December 31, 2006, 2005
and 2004, respectively. These cash flows are primarily attribiitable to borrowings and repayments under the Company’s
revolving credit facility, issuance of the Company's 6%% Senior Notes due 2013, dividends on common stock, proceeds from
exercises of stock options and purchases of treasury stock as more fully described below.

tong-Term Debt

Long-term debt consists of the following at December 31, 2006 and 2005:.

. 2006 . 2005

7%% Senior Notes Due June 1, 2007 - 4 $ 234477 § 300,000
8% Senior Notes Due November 1, 2008 350,000 350,000
6%% Senior Notes Due May 30, 2013 : 248,957 -
7% Senior Debentures Due June 1, 2027 | 200,000 200,000
7%% Senior Debentures Due September 15, 2027 250,000 250,000
Fixed-rate debt : ‘ 1,283,434 1,100,000
Revolving credit agreement, including shortterm unsecured notes - 105,600
Uncommitted line of credit ‘ - %9875
Total $1,283,434  $1,244,875

The weighted average effective interest rate for these debt instruments is 7.4 percent and 7.3 percent as of December 31,
2006 and 2005, respectively. In 2006, the Company redeemed $65,523 of the 74% Senior Notes due June 1, 2007. The
Company expects to repay the outstanding balance of the 7%4% Senior Notes due June 1, 2007 with borrowings under long-
term facilities including funds drawn from its revolving credit facility.

In May 2006, Belo issued $250,000 of 6%% Sentor Notes due May 30, 2013 at a premium of approximately $1,118. Interest on
these 6%% Senior Notes is due semi-annually on November 30 and May 30 of each year. The 6%% Senior Notes are
unsubordinated and unsecured obligations ranking equally with all of the Company’s existing and future unsubordinated and
unsecured obligations. The Gompany may redeem the 6%% Senior Notes at its option at any time in whole or from time to
time in part at a redemption price calculated in accordance with the indenture under which the notes were issued. The net
proceeds were used to repay debt previously outstanding under Belo's revolving credit facility with the remaining proceeds
invested in cash and temporary cash investments for working capital needs at December 31, 2006. The 1,118 premium
associated with the issuance of these 6%% Senior Notes is being amortized over the term of the 6%% Senior Notes using the
effective interest rate method. As of December 31, 20“06, the unamortized premium was $1,043.

©On june 7, 2006, the Company entered into an Amended and Restated $1,000,000 Five-Year Competitive Advance and
Revolving Credit Facility Agreement with JPMorgan Chase Bank, N.A., J.P. Morgan Securities Inc., Banc of America Securities
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LLC, Bank of America, N.A. and other lenders (the “Credit Agreement”). The Credit Agreement amended and restated the
Company's existing $1,000,000 Five-Year Credit Agreement (the “2005 Credit Agreement”} by, among other things, extending
the term of the existing facility to June 2011. The facility may be used for working capital and other general corporate
purposes, including letters of credit. Revolving credit borrowings under the Credit Agreement bear interest at a variable
interest rate based on either LIBOR or a base rate, in either case plus an applicable margin that varies depending upon the
rating of the Company's senior unsecured long-term, non-credit enhanced debt. Competitive advance borrowings bear
interest at a rate obtained from bids selected in accordance with JPMorgan Chase Bank's standard competitive advance
procedures. Commitment fees depending on the Company’s credit rating, of up to 0.225 percent per year of the total unused
commitment, accrue and are payable under the facility. The Credit Agreement contains usual and customary covenants for
credit facilities of this type, including covenants limiting liens, mergers and substantial asset sales. The Company is required
to maintain certain leverage and interest coverage ratics specified in the agreement. As of December 31, 2006, the Company
was in compliance with all debt covenant requirements. As of December 31, 2006, there were no borrowings outstanding
under the Credit Agreement and all unused borrowings were available for borrowing.

On May 3, 2005, the Company entered into the 2005 Credit Agreement. The 2005 Credit Agreement was 2 $1,000,000
variable-rate five-year revolving credit facility. The 2005 Credit Agreement replaced the Company's $720,000 revolving credit
facility, which terminated on May 3, 2005. All borrowings under the old facility were repaid by borrowings under the 2005
Credit Agreement. The 2005 Credit Agreement was used for working capital and other general corporate purposes, including
letters of credit. This 2005 Credit Agreement was amended and restated in 2006, as discussed above.

In addition, the Company has uncommitted lines of credit of $60,000. There were no amounts outstanding as of December 31,
2006 and $39,875 was outstanding at December 31, 2005. The uncommitted lines of credit have a variable interest rate. These
borrowings may be converted at the Company’s option to revolving debt. Accordingly, such borrowings are classified as long-
term in the Company’s financial statements. As of December 31, 2005, the weighted average interest rate for borrowings
under the line of credit was 5.1 percent. All unused borrowings under the Company's uncommitted lines of credit were
available for borrowing as of December 31, 2006.

Dividends
[
‘The following table presents dividend information for the years ended December 31, 2006, 2005 and 2004:

year ended December 31, 2006 2005 2004
Dividends paid , $46,516 $44,914 $43,731
- Dividends declared per share amounts ' 475 .40 .385

Exercise of Stock Options

The following table presents stock option information for the years ended December 31, 2006, 2005 and 2004:

Year ended December 31, : 2006 2005 2004
Options exercised ‘ 1,581,844 951,810 1,859,388
Exercisable options 13,448,418 18,784,308 13,015,082
Net proceeds received from the exercise of stock options (in thousands) 5 28,320 $ 17,041 3 33,274

Share Repurchase Program

In 2006, the Company purchased 7,550,164 shares of its Series A Common Stock under a stock repurchase program pursuant
to authorizations from Belo's Board of Directors in Julv 2000 and December 2005. The remaining authorization for the
repurchase of shares as of December 31, 2006 under bith these authorities was 14,049,055 shares. In addition, the Company
has a stock repurchase program authorizing the purchase of up to $2,500 of common stock annually. During 2006, no shares
were repurchased under this program. There is no expiration date for these repurchase programs. The total cost of the
treasury shares purchased in 2006, 2005 and 2004, was §144,429, $184,011 and $78,148, respectively. All shares repurchased
were retired in the year of purchase.

i
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Contractual Obligations

The table below summarizes the following specified commitments of the Company as of December 31, 2006. See the
Consolidated Financial Statements, Note 12-Commitments, for more information on contractual obligations:

Nature of Commitment Total 2007 2008 2009 2010 2011 Thereafter
Broadcast rights $ 245952 § 57653 $ 59,221 § 60,784 $ 50,009 $17414 § 871
Capital expenditures and licenses 27,165 23,650 712 716 719 682 686
Non-cancelable operating leases 41,745 ' 10,924 8,867 6,823 4,594 3,373 7,164
Long-term debt (principal only) 1,283,434 234,477 350,000 - - - 698,957
Interest on long-term debt®™ 859,494 85,461 73,833 50,500 50,500 50,500 548,700

Total 82,457,700 $412,165 $492,633 $118,823 §105,822 $71,969  $1,256,378

{a}  Represenes the annual interest on fixed rate debt. As of December 31, 2006, there were no outstanding balances on the Company’s variable rate debt,

Other

On July 8, 2005, the Company announced an agreement to purchase WUPL-TV, then the UPN affiliate in New Orleans, from
Infinity Radio, Inc., a subsidiary of CBS Corporation, for $14,500 in cash. On February 26, 2007, the Company purchased
WUPL-TV for an amount less than the originally agreed-upon price. See “Other Matters” below for additional discussion of
the status of this transaction.

The Company has various options available to meet its 2007 capital and operating commitments, including cash on hand,
short term investments, internally generated funds and a $1,000,000 revolving line of credit. The Company believes its current
financial condition and credit relationships are adequate to fund both its current obligations as well as near-term growth.

Other Matters

On January 5, 2006, CBS Radio Stations, Inc. {(formerly Infinity Radio, Inc.), plaintiff and a subsidiary of CBS Corporation,
filed a complaint against Belo Corp. and Belo TV, Inc,, a subsidiary of Belo Corp,, in the Supreme Court of the State of New
York, County of New York alleging, among other matters, that Belo breached obligations under the asset purchase agreement
between Belo and plaintiff to purchase substantially all of the assets of WUPL-TV, then the UPN affiliate in New Orleans,
Louisiana, in the aftermath of Hurricane Katrina. Plaintiff’s amended complaint sought damages in the amount of the
difference between the $14,500 purchase price of the station and the station’s market value in December 2005, along with
unspecified costs and expenses, interest, attorneys’ fees and court costs. On February 26, 2007 the Company purchased
WUPL-TV in New Orleans, Louisiana for an amount less than the originally agreed-upon price. Concurrent with the station
purchase, the lawsuit relating to the purchase was settled.

On June 3, 2005, a shareholder derivative lawsuit was filed by a purported individual shareholder of the Company in the
191st Judicial District Court of Dallas County, Texas, against Robert W. Decherd, Dennis A. Williamson, Dunia A, Shive and .
John L. Sander, all of whom are current or retired executive officers of the Company; James M. Moroney 111, an executive
officer of The Dallas Morning News, Barry Peckham, a former executive officer of The Dallas Morning News; and Louis E.
Caldera, Judith L. Craven, Stephen Hamblett, Dealey D. Herndon, Wayne R. Sanders, France A, Cérdova, Laurence E. Hirsch,
J- McDonald Williams, Henry P. Becton, Jr., Roger A. Enrico, William T. Solomon, Lloyd D. Ward, M. Anne Szostak and
Arturo Madrid, current and former directors of the Company. The lawsuit makes various claims asserting mismanagement
and breach of fiduciary duty related to the circulation overstatement at The Dallas Morning News announced by the Company
in August 2004. The defendants filed a joint pleading on August 1, 2005, seeking the lawsuit’s dismissal based on the failure
of the purported individual shareholder to make demand on Belo to take actien on his claims prior to filing the lawsuit. On
September 9, 2005, the plaintiff filed its response alleging that demand is legally excused. The defendants replied to
plaintiff’s response on September 26, 2005. On September 30, 2005, discovery in this matter was stayed by court order.

On August 23, 2004, August 26, 2004 and October 5, 2004, respectively, three related lawsuits were filed by purported
shareholders of the Company in the United.States District Court for the Northern District of Texas against the Company,
Robert W. Decherd and Barry Peckham. The complaints arise out of the circulation overstatement at The Dallas Morning News,
alleging that the overstatement artificially inflated Belo’s financial results and thereby injured investors. The plaintiffs seek to
represent a purported class of shareholders who purchased Belo common stock between May 12, 2003 and August 6, 2004.
The complaints allege violations of Sections 10(b) and 20(a) of the Securities Exchange Act of 1934. On October 18, 2004,
the court ordered the consolidation of all cases arising out of the same facts and presenting the same claims, and on
February 7, 2005, piaintiffs filed an amended, consolidated complaint adding as defendants John L, Sander, Dunia A. Shive,
Dennis A. Williamson and James M. Moroney III. On April 8, 2005, plaintiffs filed their unopposed motion for leave to file a
first amended consolidated complaint, which motion was granted on April 11, 2005. On August 1, 2005, defendants filed a
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motion to dlsmlss On March 30, 2006, the defendants”™ motion to dismiss was granted. On May 11, 2006, plaintiffs replead
their allegauons in a second amended consolidated complaint. On July 27, 2006, defendants filed motions to dismiss the
second amended consolidated complaint. On October 10, 2006, plaintiffs filed a consolidated oppositon to defendants’
motion to dismiss plaintiff’s second amended consolidated complaint. The motion to dismiss is now before the court for
decision. The Court has scheduled a hearing on the motion to dismiss for March 9, 2007. No class or classes have been
certified and no amount of damages has been specified, The Company believes the complaints are without merit and intends
to vigorously defend against them. :L :

I !
In 2004, the staff of the SEC notified the Company that. the staff was conducting a newspaper industry-wide inquiry into
circulation practices, and inquired specifically about The Dallas Morning News' circulation overstatement. The Company has
briefed the SEC on The Dallas Morning News circulation situation and related matters. The information voluntarily provided to
the SEC relates to The Dallas Morning News, as well as Tiie Providence Journal and The Press-Enterprise. The Company will continue
to respond to addmonal requests for information that the SEC may have.

A number of other legal proceedings are pending agaiﬁst the Company, including several actions for alleged libel and/or
defamation. In the opinion of management, liabilities, if any, arising from these other legal proceedings would not have a
material adverse effect on the results of operations, liquidity or financial: position of the Company.

it
'1
item 7A. Quantitative and Qualitative Disclosures about Market Risk

The market risk inherent in the financial instruments issued by Belo represents the potential loss arising from adverse
changes in interest rates. See the Consolidated Financial Statements, Note 8-Long-Term Debt, for information concerning
the contractual interest rates of Belo's debt. At December 31, 2006 and 2005, the fair value of Belo’s fixed-rate debt was
estimated to be $1,312,973 and $1,159,795, respectively, using quoted market prices and yields obtained through independent
pricing sources, taking into consideration the underlying terms of the debt, such as the coupon rate and term to maturity.
The carrying‘:value of fixed-rate debt was $1,284,477 and $1,100,000 at December 31, 2006 and 2005, respectively.

Various ﬁnan‘:cia] instruments issued by Belo are scnsitii;e to changes in interest rates. Interest rate changes would result in
gains or losses in the market value of Belo's fixed-rate debt due to differences between the current market interest rates and
the rates governing these instruments. A hypothetical 10 percent decrease in interest rates would increase the fair value of
the Company’s fixed-rate debt by $89,131 at December 31, 2006 ($33,705 at December 31, 2005). With respect to the
Company’s variable-rate debt, a 10 percent change in interest rates would have resulted in no change to Belo's pretax
earnings and‘cash flows at December 31, 2006 as there were no outstanding balances on the variable rate debt. For the year
ended December 31, 2005, a 10 percent change in inte}est rates would have resulted in an immaterial annual change in
Belo’s pretax earnings and cash flows. ;

|
In addition to interest rate risk, Belo has exposure to changes in the price of newsprint. The average price of newsprint is
expected to be approximately the same or slightly lower in 2007 than in 2006, although the amount and the timing of any
price variations cannot be predicted with certainty. Belo believes the newsprint environment for 2007, giving consideration to
both cost and supply, to be manageable through existing relationships and sources.

. i .

i

. |
Item &. Financial Statements and Supplementary Dat%E

The Consolidated Financial Statements, together with the Reports of Independent Registered Public Accounting Firm, are
included elsewhere in this Annual Report on Form 10-K. Financial statement schedules have been omitted because the
required information is contained in the Consolidated Financial Statements or related Notes, or because such information is

not applicable. IF

‘ -

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
i

b

I

None.

Item $A. Controls and Procedures

|
During the quarter ended December 31, 2006, there wcre no changes in the Company's internal control over financial
reporting that have materially affected, or are reasonably likely to materially affect, Belo's internal control over financial
reporting.

Belo Corp. 2006 Annual Report PAGE 47




The Company carried out an evaluation under the supervision and with the participation of the Company’s management,
including the Company's Chairman of the Board, President and Chief Executive Officer and Executive Vice President/Chief
Financial Officer, of the effectiveness of the Company’s disclosure controls and procedures, as of the end of the period
covered by this Annual Report on Form 10-K. Based upon that evaluation, the Chairman of the Board, President and Chief
Executive Officer and Executive Vice President/Chief Financial Officer concluded that, as of the end of -the period covered
by this report, the Company’s disclosure controls and procedures were effective such that information relating to the
Company (including its consolidated subsidiaries) required to be disclosed in the Company’s SEC reports (i} is recorded,
processed, surmarized and reported within the time periods specified in the SEC rules and forms and (ii) is accumulated
and communicated to the Company’s management,-including the Chairman of the Board, President and Chief Executive
Officer and Executive Vice President/Chief Financial Officer, as appropriate, to allow timely decisions regarding required
disclosure, - '

Management’s Report on Internal Control over Financial Reposting

SEC rules implementing Section 404 of the Sarbanes-Oxley Act of 2002 require our 2006 Annual Report on Form 10K to
contain management's report regarding the effectiveness of internal control and an independent accountants’ attestation on
management’s assessment of our internal control over financial reporting. As a basis for our report, we tested and evaluated
the design, documentation, and operating effectiveness of internal control.

Management is responsible for establishing and maintaining effective internal control over financial reporting of Belo Corp.
and its subsidiaries (the “Company”). There are inherent limitations in the effectiveness of any internal control, including the
possibility of human error and the circumvention or overriding of controls. Accordingly, even effective internal controls can
provide only reasonable assurance with respect to financial statement preparation. Further, because of changes in conditions,
the effectiveness of internal control may vary over time.

Management has evaluated the Company’s internal control over financial reporting as of December 31, 2006. This assessment
was based on criteria for effective internal control over financial reporting described in the standards promulgated by PCAOB
and in the Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission. Based on this assessment, management believes that Belo maintained effective internal control over financial
reporting as of December 31, 2006. . :

Ernst & Young LLP, the Company’s Independent Registered Public Accounting Firm, has issued an attestation report on
management’s assessment of the Company’s internal control over financial reporting. It appears immediately following this
report.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
Belo Corp.

We have audited management's assessment, included in the accompanying Management's Report on Internal Control over
Financial Reporting, that Belo Corp. and subsidiaries maintained effective internal control over financial reporting as of
December 31, 2006, based on criteria established in Internal Control-Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (the COSO criteria). The Company’s management is responsible for
maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal control
over financial reporting. Our responsibility is to express an opinion on management's assessment and an opinion on the
effectiveness of the Company's internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective
internal control over financial reporting was maintained in all material respects. Our audit included obtaining an
understanding of internal control over financial reporting, evaluating management’s assessment, testing and evaluating the
design and operating effectiveness of internal control, and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s iiternal control over financial reporting includes those policies and
procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as
necessary te permit preparation of financial statements in accordance with generally acéepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, management's assessment that Belo Corp. and subsidiaries maintained effective internal control over financial
reporting as of December 31, 20086, is fairly stated, in all material respects, based on the COSO criteria. Also, in our opinion,
Belo Corp. and subsidiaries maintained, in ail material respects, effective internal control over financial reporting as of
December 31, 2006, based on the COSO criteria. '

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the consolidated balance sheets of Belo Corp. and subsidiaries as of December 31, 2006 and 2005, and the related
consolidated statements of earnings, shareholders’ equity, and cash flows for each of the three years in the period ended
December 31, 2006 and our report dated February 27, 2007 expressed an unqualified opinion thereon.

Sanet + MLLP

Dallas, Texas
February 27, 2007
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Item 9B. Other Information

None.

PART 1l

Item 10. Directors and Executive Officers of the Registrant

The information set forth under the headings “Stock Ownership-Section 16(a) Benefictal Ownership Reporting Compliance,”
“Proposal One: Election of Directors,” “Corporate Governance-Audit Committee,” “Corporate Governance-Nominating and
Corporate Governance Committee,” and “Executive Officers” contained in the definitive Proxy Statement for the Company's
Annual Meeting of Shareholders to be held on May 8, 2007 is incorporated herein by reference.

Belo has a Code of Business Conduct and Ethics that applies to all directors, officers and employees, which can be found at
the Company’s Web site, www.belo.com. The Company will post any amendments to the Code of Business Conduct and
Ethics, as well as any waivers that are required to be disclosed by the rules of either the SEC or the New York Stock Exchange,
on the Company's Web site. Information on Belo’s Web site is not incorporated by reference into this Annual Report on
Form 10-K.

The Company’s Board of Directors has adopted Corporate Governance Guidelines and charters for the Audit, Compensation,
Executive, and Nominating and Governance Committees of the Board of Directors. These documents can be found at the
Company's Web site, www.belo.com.

A shareholder can also obtain a printed copy of any of the materials referred to above by contacting the Company at the
following address: :

Belo Corp.

P.O. Box 655237

Dallas, Texas 75265-5237
Attn: Corporate Secretary
Telephone: (214) 977-6606

item 11. Executive Compensation

The information set forth under the headings “Executive Compensation-Compensation Discussion and Analysis,~Compensa-
tion Committee Report,~Summary Compensation Table,~Grants of Plan-Based Awards in 2006,~Cutstanding Equity Awards of
Fiscal Year-End 2006,-Option Exercises and Stock Vested in 2006,~PostEmployment Benefits,~Pension Benefits at Decem-

ber 31, 2006,~Termination of Employment and Change-In-Control Arrangements,—Director Compensation” and “Corporate
Governance—Compensation Committee” contained in the definitive Proxy Statement for the Company's Annual Meeting of
Shareholders to be held on May 8, 2007 is incorperated herein by reference. '

Item 12. Security Ownershlp of Certain Beneficial Owners and Management and Related Stockholder Matters

The information set forth under the heading “Stock Owncrshlp contained in the definitive Proxy Statement for the
Company’s Annual Meeting of Sharehelders to be held on May 8, 2007 is incorporated herein by reference.

Information regarding the number of shares of common stock available under the Company’s equity compensation plans is
included in the Consolidated Financial Statements, Note 4-Long-Term Incentive Plan.
Item 13. Certain Relationships and Related Transactions .

The information set forth under the heading “Executive Compensation-Certain Relationships™ and “Corporate
Governance-Director Independence” contained in the definitive Proxy Statement for the Company’s Annual Meeting of
Shareholders to be held on May 8, 2007 is incorporated herein by reference.
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Item 14. Principal Accountant Fees and Services

The information set forth under the heading “Proposal Two: Ratification of the Appointment of Independent Registered
Public Accounting Firm” contained in the definitive Proxy Statement for the Company’s Annual Meeting of Shareholders 1o
be held on May 8, 2007 is incorporated herein by reference.

|

‘PART IV
;l
‘I

Item 15. Exhibits and Financial Statement Schedules

(a) {1) The financial statements listed in the Index to Fmam:lal Statements included in the table of contents are filed as

part of this report. ”

(2) The financial schedules required by Regulation_; $-X are either not applicable or are included in the information
provided in the Consolidated Financial Statements or related Notes, which are filed as part of this report.

(3) Exhibits

Exhibits marked with an asterisk (*) are incorporated by reference to documents previously filed by the Company
with the Securities and Exchange Commission, as indicated. All other documents are filed with this report. Exhibits
marked with a tilde (~) are management contracts, compensatory plan contracts or arrangements filed pursuant to
Item 601(b)(10)(iii) (A) of Regulation S-K. ;
Exhibit Number |’ Drescription .
|I

31 * Ceruﬁcatc of Incorporation of the Company {Exhibit 3.1 to the Company’s Annual Report on Form 10-K dated
March 15, 2000 (Securities and Exchange Commmission File No. 001-08598) (the “1999 Form 10-K"})

3.2 * Cerntificate of Correction to Certificate of Incc;rpomtion dated May 13, 1987 (Exhibit 3.2 to the 1999 Form 10-K)

8.3 * Certificate of Designation of Series A Junior Participating Preferred Stock of the Company dated April 16, 1987
{Exhibit 3.3 to the 1999 Form 10-K} )

3.4 * Certificate of Amendment of Certificate of Incorporation of the Company dated May 4, 1988 (Exhibit 3.4 to the
1999 Form 10-K) 0

3.5 * Certificate of Amendment of Certificate of Im orpomuon of the Company dated May 3, 1995 (Exhibit 3.5 to the
1999 Form 10-K}

3.6 * Certificate of Amendment of Certificate of Im'orporati(')n of the Company dated May 13, 1998 (Exhibit 3.6 to the
Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 1998 (Securities and Exchange

. Commission File No. 002-74702) (the “2nd Quarter 1998 Form 10-Q"))

3.7 * Certificate of Ownership and Merger, dated December 20, 2000, but effective as of 11:59 p.m. on December 31,
2000 (Exhibit 99.2 to Belo’s Current Report on Form 8K filed with the Securities and Exchange Commission on
December 29, 2000 (Securities and Exchange Commission File No. 001-08598}))

38 * Amended Cenificate of Designation of Series A Junior Participating Preferred Stock of the Company dated May 4,
1988 (Exhibit 3.7 to the 1999 Form’ 10-K)

3.9 * Certificate of Designation of Series B Common Stock of the Company dated May 4, 1988 (Exhibit 3.8 to the 1999
Form 10-K)

3.10 * Amended and Restated Bylaws of the Company, effective December 31, 2000 {Exhibit 3.10 to the Company's
Annual Report on Form 10-K dated March 13, 2001 (Securities and Exchange Commission File No. 001-
08598)(the “2000 Form 10-K")) !

3.11 * Amendment No. 1 to Amended and Restated Bylaws of the Company, effective February 7, 2003 (Exhibit 3.11 to
the Company’s Annual Report on Form 10-K dated March 12, 2003 (Securities and Exchange Commlssmn File
No. 001-08598) (the “2002 Form 10-K™)) !

3.12 * Amendment No. 2 to Amended and Restated Bylaws of the Company, effective May 9, 2005 (Exhibit 3.12 to the
Company's Quarterly Report on Form 10-Q for the quarter ended March 31, 2005 (Securities and Exchange
Commission File No. 001-08598) {the “1st Quarter 2005 Form 10-Q7))

4.1 Certain rights of the holders of the Company’s Common Stock are set forth in Exhibits 3.1-3.12 above

4.2 * Specimen Form of Certificate representing sha.rcs of the Company s Series A Common Stock (Exhibit 4.2 to the
2000 Form 10-K)

4.3 * Specimen Form of Certificate representing shares of the Company’s Series B Common Stock (Exhibit 4.3 to the
2000 Form 10-K) i |‘
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Exhibit Number Description

4.4 Instruments defining rights of debt securities:
(1) * Indenture dated as of June 1, 1997 between the Company and The Chase Manhattan Bank, as Trustee (the
“Indenture”™) (Exhibit 4.6(1) to the Company's Quarterly Report on Form 10-Q) for the quarter ended
June 30, 1997 (Securities and Exchange Commission File No. 002-74702) (the “2nd Quarter 1997
Form 10-Q7))
(2) * (a) $200 million 7%% Senior Note due 2007 (Exhibit 4.6(3) (a) to the 2nd Quarter 1997 Form 10-Q3)
* (b} $100 million 74% Senior Note due 2007 (Exhibit 4.6(3)(b} to the 2nd Quarter 1997 Form 10-Q)
(3) *
(4) *

$200 mitlion 7%% Senior Debenture due 2027 (Exhibit 4.6(4) to the 2nd Quarter 1997 Form 10-QQ)

Officers’ Certificate dated June 13, 1997 establishing terms of debt securities pursuant to Section 3.1 of the

Indenture (Exhibit 4.6(5) to the 2nd Quarter 1997 Form 10-Q})

(5) * (a) $200 million 7%4% Senior Debenture due 2027 (Exhibit 4.6(6) (a) to the Company’s Quarterly Report
on Form 10-Q for the quarter ended September 30, 1997 (Securities and Exchange Commission File No,
002-74702) (the “3rd Quarter 1997 Form 10-Q"))

* (b) $50 million 7%% Senior Debenture due 2027 (Exhibit 4.6(6) (b} to the 3rd Quarter 1997 Form 10-Q)

(6) * Officers’ Certificate dated September 26, 1997 establishing terms of debt securities pursuant to Section 3.1
of the Indenture (Exhibit 4.6(7) to the 3rd Quarter 1997 Form 10-0))

(7) * $350 million 8.00% Senior Note due 2008 (Exhibit 4.7(8) to the Company’s Quarterly Report on Form 10-Q
for the quarter ended September 30, 2001 (Securities and Exchange Commission File No. 001-08598) (the
“3rd Quarter 2001 Form 10-Q"))

(8) * Officers’ Certificate dated November 1, 2001 establishing terms of debt securities pursuant to Section 3.1 of
the Indenture {Exhibit 4.7(9) to the 3rd Quarter 200} Form 10-Q)

(9) * Form of Belo Corp. 6%% Senior Notes due 2013 (Exhibit 4.3 to the Company’s Current Report on Form 8K
filed May 26, 2006 (Securities and Exchange Commission File No. 001-08598) (the “May 26, 2006
Form 8K™})

(10)* Officers’ Certificate dated May 26, 2006 establishing terms of debt securities pursuant to Section 3.1 of the
Indenture {Exhibit 4.2 to the May 26, 2006 Form 8K)

(11)* Underwriting Agreement Standard Provisions {Debt Securities), dated May 24, 2006 (Exhibit 1.1 to the
May 26, 2006 Form 8K)

(12)* Underwriting Agreement, dated May 24, 2006, between the Company, Banc of America Securities LLC and
JPMorgan Securities, Inc. (Exhibit 1.2 to the May 26, 2006 Form 8K)

10.1 Financing agreements:

(1) * Amended and Restated Five-Year Competitive Advance and Revolving Credit Facility Agreement dated as of
June 7, 2006 among the Company, as Borrower; JPMorgan Chase Bank, N.A., as Administrative Agent;

J-P. Morgan Securities Inc. and Banc of America Securities LLC, as Joint Lead Arrangers and Joint
Bookrunners; Bank of America, N'A., as Syndication Agent; and SunTrust Bank, The Bank of New York, and
BNP Paribas, as Documentation Agents; and Mizuho Corporate Bank, Ltd., as Co-Documentation Agent
(Exhibit 10.1 to the Company's Current Report on Form 8—K filed June 7, 2006 (Securities and Exchange
Commission File No.. 001-08598))

10.2 Compensatory plans:

"(1} Belo Savings Plan:

* (a) Belo Savings Plan Amended and Restated effective August 1, 2004 (Exhibit 10.2(1)(a) to the
Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2004 (Securities and
Exchange Commission File No. 001-08598) (the “Znd Quarter 2004 Form 10-Q"))

* (b) First Amendment to the Belo Savings Plan (as Amended and Restated effective August 1, 2004) (Exhibit
10.2(1} (b} to the Company’s Quarterly Report on Form 100} for the quarter ended March 31, 2006
(Securities and Exchange Commission File No. 001-08598) (the “Ist Quarter 2006 Form 10-Q™))

* (¢) Second Amendment to the Belo Savings Plan (as Amended and Restated effective August 1,

2004) (Exhibit 10.2(1)(c) to the lst Quarter 2006 Form 10-0Q)

* (d} Third Amendment to the Belo Savings Plan (as Amended and Restated effective August 1, 2004
(Exhibit 10.2(1)(d) to the Company's Quarterly Report on Form 10-Q for the quarter ended
September 30, 2006 (Securities and Exchange Commission File No. 001-68598) (the “3rd Quarter 2006
Form 10-QQ7))

{¢) Fourth Amendment to the Belo Savings Plan (as Amended and Restated effective August 1, 2004)

“(2) Belo 1986 Long-Term Incentive Plan:

* (a) Belo Corp. 1986 Long-Term Incentive Plan (Effective May 3, 1989, as amended by Amendments 1, 2, 3,
4 and 5} (Exhibit 10.3(2} to the Company’s Annual Report on Form 10-K dated March 10, 1997
(Secumxes and Exchange Commission File No. 001-08598) (the “1996 Form 10-K" ))

* (b) Amendment No, 6 to 1986 Long-Term Incentive Plan (Exhibit 10.3(2) (b} to the (‘onip'any’s Annual
Report on Form 10-K dated March 19, 1998 (Securities and Exchange Commission File No. 002-
74702) (the “1997 Form 10-K"))
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Exhibit Number

12
21
23
24
311
31.2
32

Desription

* (¢) Amendment No. 7 to 1986 Long-Term Incentive Plan (Exhibit 10.2(2){(c) to the 1999 Form 10-K)
* (d) Amendment No. 8 to 1986 Long-Term Incentive Plan (Exhibit 10.3(2)(d) to the 2nd Quarter 1998

(3

T

"(5)

Ok

(8

Form 10-Q}) -

Belo 1995 Executive Compensation Plan, as restated to incorporate amendments through December 4,

1997 (Exhibit 10.3(3) to the 1997 Form 10-K}

(a) Amendment to 1995 Executive Compensation Plan, dated July 21, 1998 (Exhibit 16.2(3)(a) to the
2nd Quarter 1998 Form 10-0)) ‘

(b) Amendment to 1995 Executive Compensation Plan, dated December 16, 1999 (Exhibit 10.2(3) (b) to
the 1999 Form 10-K)

(¢} Amendment to 1995 Executive Compensation Plan, dated December 5, 2003 (Exhibit 10.3(3) (c) to the
Company's Annual Report on Form 10-K dated March 4, 2004 (Securities and Exchange Commission
File No. 001-08598) (the “2003 Form 10-K"})

{d) Form of Belo Executive Compensation Plan Award Notification for Employee Awards
{Exhibit 10.2(3) (d} o the Company’s Annual Report on Form 10-K dated March 6, 2006 (Securities
and Exchange Commission File No. 001-0-8598) (the “2005 Form 10-K™))

Management Security Plan (Exhibit 10.3(1) to the 1996 Form 10-K)

(a) Amendment to Management Security Plan of Belo Corp. and Affiliated Companies (as Restated
Effective January 1, 1982) (Exhibit 10.2{4}(a)} to the 1999 Form 10-K)

Belo Supplemental Executive Retirement Plan

(a} Belo Supplemental Executive Retirement Plan As Amended and Restated Effective January 1, 2004
{Exhibit 10.2(5)(a) 1o the 2003 Form 10-K)

Belo 2000 Executive Compensation Plan (Exhibit 4.15 to the Company’s Registration Statement on Form 58

{Securities and Exchange Commission File No. 33343056} filed with the Securities and Exchange

Commission on August 4, 2000}

{a) First Amendment to Belo 2000 Executive Compensation Plan effective as of December 31, 2000
{Exhibit 10.2(6){(a) to the 2002 Form 10-K)

{b) Second Amendment to Belo 2000 Executive Compensation Plan dated December 5, 2002
(Exhibit 10.2(6) (b) to the 2002 Form 10-K}

{¢} Third Amendment to Belo 2000 Executive Compensation Plan dated December 5, 2003
(Exhibit 10.2(6) {c) to the 2003 Form 10-K)

(d) Form of Belo Executive Compensation Plan Award Notification for Employee Awards
(Exhibit 10.2(6) (d) to the 2005 Form 10-K)

Belo 2004 Executive Compensation Plan {(Exhibit 10.2(6) to the 2nd Quarter 2004 Form 10-Q)

{a) Form of Belo 2004 Executive Compensation Plan Award Notification for Executive Time-Based
Restricted Stock Unit Awards (Exhibit 10.1 to the Company's Current Report on Form 8-K filed
March 2, 2006 (Securities and Exchange Commission File No. 001-008598) (the “March 2, 2006
Form 8K"})

{b) Form of Belo 2004 Executive Compensation Plan Award Notification for Employee Awards (Exhibit 10.2
to the March 2, 2006 Form 8-K)

{c) Form of Award Notification under the Belo 2004 Executive Compensation Plan for Non-Employee
Director Awards (Exhibit 10.2 to the Company's Current Report on Form 8K filed December 12, 2005
{Securities and Exchange Commission File No. 001-08598) (the “December 12, 2005 Form 8-K"))

(d) First Amendment to the Belo 2004 Executive Compensation Plan

Summary of Non-employee Director Compensation (Exhibit 10.3 to the December 12, 2005 Form 8-K)

Statements re: Computation of Ratios

Subsidiaries of the Company

Consent of Ernst & Young LLP

Power of Attorney (set forth on the signature page(s) hereof)

Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
Certification of Chief Executive Officer and Chief Financial Officér pursuant to 18 U.5.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d} of the Securities Exchange Act of 1934, the Company has duly caused
this report 10 be signed on its behalf by the undersigned, thereunto duly authorized.

BELO CORP.

By: /s/ Robert W. Decherd

Robert W, Decherd

Chairman of the Board & Chief Executive Officer

Dated: March 1, 2007

POWER OF ATTORNEY

The undersigned hereby constitute and appoint Robert W. Decherd, Dennis A. Williamson and Guy H. Kerr, and each of

them and their substitutes, our true and lawful attorneys-in-fact with full power to execute in our name and behalf in the

capacities indicated below any and all amendments to this report and to file the same, with all exhibits thereto and other

documents in connection therewith, with the Securities and Exchange Commission, and hereby ratify and confirm all that
such attorneys-in-fact, or any of them, or their substitutes shall lawfully do or cause to be done by virtue thereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the Company and in the capacities and on the dates indicated:

Signature

/s/ Robert W. Decherd

Robert W. Decherd

/s/ Henry P. Becton, Jr.

Henry P. Becton, Jr.

/s/ Louis E. Caldera

Louis E. Caldera

/s/ France A. Cordova, Ph.D.

France A. Cordova, Ph.D.

/s/ Judith L. Craven, M.D., M.P.H.

Judith L. Craven, M.D.,, M.P.H.

/s/ Roger A. Enrico

Roger A. Enrico

/s/ Dealey D. Herndon

Dealey D. Herndon

/s/ Laurence E. Hirsch

Laurence E. Hirsch

/s/ Wayne R. S8anders

Wayne R. Sanders

/s/  William T. Solomon

William T. Solomon

/s/ M. Anne Szostak

M. Anne Szostak
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Chairman of the Board & Chief Executive Officer

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Date

March 1, 2007
March 1, 2007
March 1, 2007
March 1, 2007
March 1, 2007
March 1, 2007

March 1, 2007

. March 1, 2007

March I, 2007

March 1, 2007

March 1, 2007




Signature

/s/ Lloyd D. Ward

Lloyd D. Ward

/s/ ]. McDonald Williams

J- McDonald Williams

/s/ Dennis A, Wilhiamson

Dennis A. Williamson

/s/ Alison K Engel

Alison K. Engel

l‘it__ie

Director

Director

Executive Vice President/Chief
Financial Officer (Principal
Financial Officer)

Vice President/ Corporate
Controller (Principal Accounting
Officer)

i

I
if
L
i
p

Date

March 1, 2007

March 1, 2007

March 1, 2007

March 1, 2007
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
Belo Corp.

We have audited the accompanying consolidated balance sheets of Belo Corp. and subsidiaries as of December 31, 2006 and
2005, and the related consolidated statements of earnings, shareholders’ equity, and cash flows for each of the three years in
the period ended December 31, 2006. These financial statements are the responsibility of the Company’s management. Qur
responsibility is to express an opinion on these financial statements based on our audits.

a

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United-
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects; the consolidated financial
position of Belo Corp. and subsidiaries at December 31, 2006 and 2005, and the consolidated results of their operations and
cash flows for each of the three years in the period ended December 31, 2006, in conformity with U.S, generally accepted
accounting principles.

As discussed in Note 1 to the consolidated financial statements, effective January 1, 2006, the Company changed its method
of accounting for share-based compensation.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the effectiveness of Belo Corp. and subsidiaries’ internal control over financial reporting as of December 31, 2006, based on
criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission and our report dated February 27, 2007 expressed an unqualified opinion thereon,

Bt + MLLP

Dallas, Texas
February 27, 2007
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Consolidated Statements of Earnings

Years ended December 31,

In thousands, except share and per share amounts

| 2006 2005 2004
Net Operating Revenues o
Television Group ; 4 770,539 $ 703,426 § 741,154
Newspaper Group ; 817,733 822,344 779,142
il
Total net operating revenues h 1,588,272 1,525,770 1,520,296
i
Operating Costs and Expenses f
Salaries, wages and employee benefits 1i ] 581,516 544,806 556,376
Other production, distribution and operating costs 488,855 446,216 406,303
Newsprint, ink and other supplies i 133,758 142 911 137,283
Depre;iation i; 87,384 87,511 89,674
Amortization ; 8,348 8,380 8,476
i
Total operating costs and expenses 1: 1,299,861 1,229,824 1,198,112
i
Earnings from operations 1 288,411 295,946 522,184
IT
Other Income and Expense i
Interest expense F (95,654) (91,004) " (90,164)
Other income (expense), net ‘ 10,926 2,018 (16,219)
i
[
Total other income and expense [ (84,728) (88,986) (106,383)
Earnings 1,
Earnings before income taxes | 203,683 206,960 215,801
Income taxes H 73,157 79,272 83,305
i
Net earnings ' § 130526  $ 127688 $ 132496
i
Net earnings per share: }
Basic ¢ 8 1.26 $ 1.14 $
Diluted ! £ 1.26 $ 1.12 b3
i
Weighted average shares outstanding: I
Basic P 103,701 112,104 115,036
Diluted ; 103,882 113,552 117,272
. li
Dividends declared per share ! $ 475§ 40§ 385

See accompanying Notes to Consolidated Financial Statements.
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Consolidated Balance Sheets

Assets

December 31,

tn thousands 2006 2005
Current assets:
Cash and temporary cash investments $ 46,291 £ 33243
Accounts receivable (net of allowance of $8,165 and $9,681 at
December 31, 2006 and 2005, respectively) 276,825 262,240
Inventories ‘ 20,924 19,682
Deferred income taxes 11,996 12,259
Other current assets 28,127 98,853
Total current assets 384,163 856,277
Property, plant and equipment, at cost:
Land 83,083 84,873
Buildings and improvements 312,946 309,013
Broadcast equipment 371,706 356,253
Newspaper publishing equipment 325,223 317,165
Other 258,901 234,233
Advance payments on property, plant and equipment
expenditures 111,167 59,045
Total property, plant and equipment 1,463,026 1,360,582
Less accumulated depreciation 902,532 826,470
Property, plant and equipment, net 560,494 534,112
Intangible assets, net 1,336,870 1,345,218
Goodwill, net 1,287,548 1,237,348
Other assets 95,403 116,258
Total assets $3,614,278 $3,589,213

See accompanying Notes to Consolidated Financial Statements.
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CONSOLIDATED BALANCE SHEETS {continued)

Liabilities and Shareholders’ Equity

] December 31,

In thousands, except share and per share amounts ! 2006 2005

. Current liabilities:

Accounts payable : $ 79,605 $ 91210
Accrized compensation and benefits ” -74,002 65,872
Other accrued expenses i 28,002 31,270
Income taxes payable o 20,945 6,195
Advance subscription payments - 29,260 28,858
Dividends payable i 12,903 10,773
Accrued interest payable i 14,195 13,251
Total current liabilities I 258,912 247,429
Long-term debt 1,283,434 1,244,875
Deferred income taxes 435,154 445,730
Other liabilities _ I 109,630 117,698

Commitments and contingent liabilities ’}

Shareholders’ equity: ‘
Preferred stock, $1.00 par value. Authorized 5,000,000 shares; none issued.
Common stock, $1.67 par value. Authorized 450,000,000 shares
Series A: Issued and outstanding 87,706,833 and 92,132,169 shares at

December 31, 2006 and 2005, respectively; 146,471 153,860
Series B: Issued and outstanding 14,589,345 and 15,602,253 shares at

December 81, 2006 and 2005, respectively 24,364 26,066

Additional paid-in capital i 886,501 901,091
Retained earnings i 506,807 492,870
Accumulated other comprehensive loss ! (36,995) {40,396)

]
Total shareholders’ equity ] 1,527,148 1,583,481

Total liabilities and shareholders’ equity i 93,614,278 $3,689,213

See atcompanying Notes to Consolidated Financial Statements. b
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Dollars in thousands

Three years ended December 31, 2006

COMMON STOCK

Accumulated

Additional other
Shares Shares Paid-in Retained Comprehensive
Series A Series B Amouni Ctapital Earnings Income (Loss) Total
Balance at December 31, 2003 98,632,955 16,391,802 $192,091 $920,303 § 486,391 $(35,014) $1,563,771
Exercise of stock options 1,859,388 - 3,105 30,169 - - 33,274
Excess tax benefit from long-term
incentive plan - - - 6,277 - - 6,277
Employer's matching contribution to
Savings Plan 336,358 - 562 8,070 - - 8,632
Purchases and subsequent retirement
of treasury stock (2,887,500) - {4,822) {23,553} (49,773) - (78,148)
Net earnings - - - - 132,496 - 132,496
Minimum pension liability
adjustment, net of tax - - - - - 7,081 7,081
Dividends - - - - (43,731) - (43,731)
Converston of Series B to Series A 446,069 (446,069) - - - - -
Balance at December 31, 2004 98,387,270 15,945,733 190,936 941,266 525,383 {27,933) 1,620,652
Exercise of stock options 930,660 21,150 1,689 15,452 - - 17,041
Excess tax benefit from long-term
incentive plan - - - 1,990 - - 1,990
Employer’s matching contribution to
Savings Plan 355,809 - 661 8,610 - - 9,271
Purchases and subsequent retirement
of treasury stock (7,946,200) - (13,270) (66,227) (104,514) - (184,011)
Net earnings - - - - 127,688 - 127,688
Minimum pension liability
adjustment, net of tax - - - - - (12,463) (12,463)
Dividends - - - - (55,687) - {55,687)
Conversion of Series B to Series A 364,630 (364,630) - - - - -
Balance at December 31, 2005 92,132,169 15,602,253 179,916 901,091 492,870 (40,396) 1,533,481
Exercise of stock options 1,245,835 336,009 2,642 25,678 - - 28,320
Excess tax benefit from long-term
incentive plan - - - 632 - - 632
Employer’s matching contribution to
Savings Plan 530,076 - 885 8,669 - - 9,h54
Share-based compensation - - - 14,308 - - 14,308
Purchases and subsequent retirement
of treasury stock (7,550,164) - {12,608) (63,877) (67,944) - (144,429)
Net earnings - - - - 130,526 - 130,526
Pension liability adjustment, net of
tax : - - - - - 3,401 3,401
Dividends - - - - {48,645) - {48,645)
Conversion of Series B to Series A 1,348,917 (1,348,917 - - . - - -
Balance a1t December 31, 2006 87,706,833 14,589,345 $170,835 $886501 $§ 506,807 $(86,995) $1,527.148

See accompanying Notes to Consclidated Financial Statements.
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Cash Provided (Used)

Years ended December 31,

In thousands

2006 2005 2004

Operations
Net earnings

Adjusuments to reconcile net earnings to net cash provided by

$ 130,526 $ 127,688 $ 132,496

operations:
Depreciation and amortization 95,732 95,891 98,150
Loss on discontinuation of the Time Warner _]omt ventures - - 11,528
Deferred income taxes f (6,766) 9,835 17,167
Pension contribution P - (15,000) (30,800)
Employee retirement benefit expense j 16,470 17,903 16,838
Share-based compensation i 16,704 - -
Other non-ash expenses ]‘} 11,070 10,919 9,385
Equity (income} loss from partnerships .:‘ (1,302) (738} " 5,669
Other, net i (3,179) 1,497 {1,568)
Net change in operating assets and liabilities:
Accounts receivable ﬂ (16,101} (18,965) (3,571)
. Inventories and other current assets i (1,378) (1,763) (4,481)
- Accounts payable ' (11,605) 15,850 752
Accrued compensation and benefits 'L 8,130 . {256) 8,279
Other accrued expenses ':‘ (2,618) (5,650) 8,535
Interest payable i 1,018 (149) (263)
Income taxes payable i 9,227 {9,605) 8,810
Net cash provided by operations ) 245,928 227,057 276,936

[nvestments
Capital expenditures

(114,253) (87,268) (79,562}

Distributions from joint ventures : - 9,018 -
Other investments | 3,231 (7,125) (10,228)
Other, net | 1,650 2,100 1,350

Net cash used for investments

(109,372) (83,275) (88,440)

Financing
Net proceeds from revolving debt
Payments on revolving debt
Net proceeds from issuance of senior notes

299,790 625,400 696,275
(444,665) (550,675) (790,625)
248,883 - -
- (6,400)

Early retirement of bonds due 2020 N -

Redemption of senior notes ! {65,523) - -
Dividends on common stock i (46,516) (44,914) (48,731)
Net proceeds from exercise of stock options ; 28,320 17,041 33,274
Purchase of treasury stock i? (144,429) (184,011) (78,148)
Other . 632 {1,990} (2,457)

Net cash used for financing

{123,508) (139,149) (191,812)

Net increase (decrease) in cash and temporary cash

investments

Cash and temporary cash investments at beginning oflear

13,048 4,633 (3,316)
33,243 28,610 31,926

Cash and temporary cash investments at end of year

$ 46,291 $ 33,243 $ 28,610

Supplemental Disclosures (Note 17)

See accompanying Notes to Consolidated Financial Statements,
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A)

B)

0

D)

E)

)

G)

Note 1: Summary of Significant Accounting Policies

Principles of Consolidation The consolidated financial statements include the accounts of Belo Corp. (the
“Company” or “Belo”) and its wholly-owned subsidiaries after the elimination of all significant intercompany
accounts and transactions. Belo accounts for its interests in partnerships using the equity method of accounting,
with Belo’s share of the results of operations being reported in Other Income and Expense in the accompanying
consolidated statements of earnings.

All dollar amounts are in thousands, except per share amounts, unless otherwise indicated. Certain prior period
amounts have been reclassified to conform to current year presentation.

Cash and Temporary Cash Investments Belo considers all highly liquid instruments purchased with a
remaining maturity of three months or less to be temporary cash investments. Such temporary cash investments
are classified as availableforsale and are carried at fair value.

Accounts Receivable  Accounts receivable are net of a valuation reserve that represents an estimate of amounts
considered uncollectible. Expense for such uncollectible amounts is included in other production, distribution
and operating costs. The carrying value of accounts receivable approximates fair value. The following table shows
the expense for uncollectible accounts and accounts written off, net of recoveries, for the years ended

December 31, 2006, 2005 and 2004;

Expense for Accounts
Uncollectible Written

Accounts Off
2006 $5,947 $£7.463
2005 8,161 6,390
2004 5,196 4,442

Risk Concentration Financial instruments that potentially subject the Company to concentrations of credit risk
are primarily accounts receivable. Concentrations of credit risk with respect to the receivables are limited due to
the large number of customers in the Company's customer base and their dispersion across different industries
and geographic areas. The Company maintains an allowance for losses based upon the expected collectibility of
accounts receivable.

Inventories Inventories, consisting primarily of newsprint, ink and other supplies used in printing newspapers,
are stated at the lower of average cost or market value.

Program Rights Program rights represent the right to air various forms of firstrun and existing second-run
programming. Program rights and the corresponding contractual obligations are recorded when the license
period begins and the programs are available for use. Program rights are carried at the lower of unamortized cost
or estimated net realizable value on a program-by-program basis. Program rights and the corresponding
contractual obligations are classified-as current or long-term based on estimated usage and payment terms,
respectively. Costs of off-network syndicated programs, firstrun programming and feature films are amoriized on a
straight-line basis over the future number of showings allowed in the contract.

Property, Plant and Equipment  Depreciation of property, plani and equipment is provided on a su*aight—iine
basis over the estimated useful lives of the assets as follows:

- Estimated
Useful Lives
Buildings and improvements 5-30 years
Broadcast equipment 5-15 years
Newspaper publishing equipment 3-20 years
Other 3-10 years

The Company reviews the carrying value of property, plant and equipment for impairment whenever events and
circumstances indicate that the carrying value of an asset may not be recoverable, Recoverability of property and
equipment is measured by comparison of the carrying amount to the future net cash flows the property and
equipment is expected to generate. Based on this assessment, no impairment was recorded in any of the periods
presented.
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H)

)]

K)

L)

. I‘
Intangible Assets and Goodwill  The Company's intangible assets and goodwill result from its significant

"Prior to January 1, 2602, all of the acquired intangible assets were classified together as “goodwill and intangible

business acquisitions, which occurred primarily prior 1o 2002. In connection with these acquisitions, the Company
obtained appraisals of the significant assets purchased. The excess of the purchase price over the fair value of the
assels acquired was recorded as goodwill. The only significant intangible assets that were identified in these
appraisals that could be classified separately from goodwill were FCC licenses and network affiliation agreements.

assets” in the Company’s consolidated financial statements and were amortized over a composite life of 40 years.
On January 1, 2002, upon adoption of Statement of Financial Accounting Standard (SFAS) 142 “Goodwill and
Other Intangible Assets”, the Company reclassified the FCC licenses apart from goodwill as separate indefinite
lived intangible assets and ceased amortization of both goodwill and the FCC licenses. The Company was not able
to reclassify any amounts related to the network affiliation agreements apart from goodwill, as the accounting
records that would allow for segregation of these assets were not available. Substantially all of the network
affiliation agreements acquired in these business acquisitions were acquired prior to December 31, 1999, and many
of these agreements have been modified or replaced by new agreements since their acquisition. In addition, the
Company believes that network affiliation agreements currently do not have a material value that is separable from
the related FCC licenses, because without an FCC license, a broadcast company cannot obtain a network affiliation
agreement. Accordingly, the Company believes that the remaining value of its acquired network affiliation
agreements was not significant upon the adoption of SFAS 142, FCC licenses are tested for impairment at least
annually on an individual market basis.

Goodwill is tested at least annually by reporting unit for impairment. For the Company’s Television Group, a
reporting unit consists of the television station (s) within a market (as defined by Nielsen Media Research’s
Designated Market Area report). For the Company's Newspaper Group, a reporting unit consists of the newspaper
operations in each individual market. See Note 3.

|
Separable intangible assets that have finite useful lives continue to be amortized on a straight-line basis over their
estimated useful lives as follows:

N Estimated

i Useful Lives

Customer lists " 3 years

Market alliance . 5 years

Subscriber lists 1{; 18 years
Revenue\Recognition Belo's principal sources of revenue are the sale of air time on its television stations,

advertising space in published issues of its newspapers and on the Company’s Interner Web sites, the sale of ,
newspapers to distributors and individual subscribers, and amounts charged to customers for commercial printing.
Broadcast revenue is recorded, net of agency commissions, when commercials are aired. Newspaper advertising
revenue is recorded, net of agency commissions, when the advertisements are published in the newspaper.
Advertising revenues for Internet Web sites are recorded, net of agency commissions, ratably over the period of
time the advertisement is placed on Web sites. Subscription proceeds are deferred and are included in revenue on
a pro-rata basis over the term of the subscriptions. Subscription revenues under buy-sell arrangements with
distributors are recorded based on the net amount received from the distributor, whereas subscription revenues
under fee-based delivery arrangements with distributors are recorded based on the amount received from the
subscriber. Commercial printing revenue is recorded when the product is shipped.

Advertising Expense  The cost of advertising is expensed as incurred. Belo incurred $29,806, $30,0§2, and
$21,105 in advertising and promotion costs during 2006, 2005 and 2004, respectively.

Employee Benelits  Belo is in effect se]J_\l'—insured for employee-related health care benefits. A third-party
administrator is used to process all claims. Belo’s employee health insurance liabilities are based on the Company's
historical claims experience and are developed from actuarial valuations. Belo's reserves associated with the
exposure to the selfinsured liabilities are monitored by management for adequacy. However, actual amounts could
vary significantly from such estimates. i

Income Taxes Belo uses the liability meihod of accounting for income taxes. Under this method, deferred tax
assets and liabilities are determined based on differences between financial reporting and tax basis of assets and
liabilities, and are measured using the enacted tax rates and laws that will be in effect when the differences are
expected to reverse.

f
|
I

"
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M) Use of Estimates The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the amounts reported
in the financial statements and accompanying notes. Actual results could differ from those estimates.

Note 2: Recenﬂy Issued Accounting Standards

In September 2006, the Financial Accounting Standards Board {FASB) issued SFAS 158, “Employers Accouniing for Defined
Benefit Pension and Other Postretirement Plans™. SFAS 158 requires plan sponsors of defined benefit pension and other
postretirement benefit plans to recognize the funded status of their poswretirement benefit plans in their financial statements,
measure the fair value of plan assets and benefit obligations as of the date of the fiscal yearend statement of financial
position, and provide additional disclosures. On December 31, 2006, the Company adopted the recognition and disciosure
provisions of SFAS 158. See Note 6 for a discussion of the effect the adoption of this standard on the Company's consolidated
financial statements.

In September 2006, the FASB issued SFAS 157, “Fair Value Measurements”. SFAS 157 establishes, among other items, a
framework for fair value measurements in the financial statements by providing a single definidon of fair value, provides
guidance on the methods used to estimate fair value and increases disclosures about estimates of fair value. The effective date
of SFAS 157 for the Company is January 1, 2008. In 2007, the Company will evaluate the effect of the adoption of this
standard.

In June 2006, the FASB issued FASB Interpretaton (FIN) 48, “Accounting for Uncertainty in Income Taxes.” FIN 48 is an
interpretation of SFAS 109, “Accounting for Income Taxes”. Among other things, FIN 48 prescribes a recognition threshold
and measurement attribute for the financial statement recognition and measurement of a tax position taken or expected to
be taken in a tax return. The effective date of FIN 48 for the Company is January 1, 2007. The adoption of FIN 48 is not
expected to have a material effect on the Company’s consolidated financial statements. See Note 11.

In December 2004, the FASB issued SFAS 123R, “Share-Based Payment.” SFAS 123R is a revision of SFAS 1283, “Accounting for
Stock Based Compensation”. SFAS 123R supersedes Accounting Principles Board (APB) Opinion 25, “Accounting for Stock
Issued to Employees”, and amends SFAS 95, “Statement of Cash Flows”. Among other items, SFAS 123R eliminates the use of
APB 25 and the intrinsic value method of accounting, and requires companies to recognize the cost of employee services
received in exchange for awards of equity instruments, based on the grant date fair value of those awards, in the financial
statements.

At December 31, 2006, the Company has a stock based compensation plan, which is described more fully in Note 4. Prior to
January I, 2006, the Company accounted for the plans under the recognition and measurement provisions of APB 25, and
related Interpretations, as permitted by SFAS 123. No stock-based employee compensation cost was recognized in the
consolidated statements of earnings for the years ended December 31, 2005 or 2004 for options granted, as all options
granted under the plans had an exercise price equal to the market value of the underlying common stock on the date of
grant. Effective January 1, 2006, the Company adopted the fair value recognition provisions of SFAS 123R using the modified
prospective transition method. Under this transition method, compensation cost recognized in the year ended December 31,
2006, includes: (a) compensation expense of all share-based payments granted prior to, but not yet vested as of, January 1,
2006 (based on the grant-date fair value estimated in accordance with the original provisions of SFAS 123), and

(b) compensation cost for all share-based payments granted subsequent to January 1, 2006 (based on the grant-date fair value
estimated in accordance with the provisions of SFAS 123R). Results for prior periods have not been restated. -

As a result of adopting SFAS 123R on January i, 2006, the Company's income before income taxes and net income for the
year ended December 31, 2006 are $9,886 and $6,335 lower, respectively, than if it had continued to account for share-based
compensation under APB 25. Basic and diluted earnings per share for the year ended December 31, 2006 are $.06 lower than
if the Company had continued to account for share-based compensation under APB 25,

Prior to the adoption of SFAS 123R, the Company presented all tax benefits of deductions resulting from the exercise of
stock options as operaling cash flows in the consolidated statement of cash flows. SFAS 123R requires the tax benefits
resulting from tax deductions in excess of the compensation cost recognized for those options (excess tax benefits) to be
classified as financing cash flows, The $632 excess tax benefit classified as a financing cash inflow would have been classified
as an operating cash inflow if the Company had not adopted SFAS 123R.

The following tabte illustrates the effect on net earnings and net earnings per share if the Company had applied the fair
value recognition provisions of SFAS 123 1o options granted under the Company’s stock option plans in all periods presented

.
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prior to the adoption of SFAS 123R. For purposes of this pro forma disclosure, the value of the options is estimated using a
Black-Scholes-Merton optien-pricing formula and amortized to expense over the options’ vesting periods.

2005 2004
Stock-based compensation expense included in the determination of net earnings,
net of income taxes ]‘{ $§ 188 § -
Net earnings, as reported I $127,688 $132,496
Less: Stock-based compensation expense for .options determined under fair value-
based method, net of income taxes i 7,280 9,063
Net earnings, pro forma l $120,408 $123,433
Per share amounts: I
Basic net earnings per share, as reported § 114 §  LI15
Basic net earnings per share, pro forma :l § 108 $ 108
Diluted net earnings per share, as reported 1' $ .12 $ 1.13
Dituted net earnings per share, pro forma |, $§ 107 § 106

il
I

Note 3: Gt;)odwill and Intangible Assets

The following table sets forth the identifiable intangible assets that continue to be subject to amortization {definite-lived
intangible assets) and the identifiable intangible assets that are no tonger subject 1o amortization upon the adoption of

SFAS 142 (indefinite-lived intangible assets):

i

i 2006 2005
Gross (Iarrying Accumulated tntangible Gross Carrying Accumutated Intangible
Amount Amortization Assets, Net Amount Amortization Assets, Net
Definite-lived intangible assets: ii
Television Gr oup: [
Market alliance $ 18832 § 8390 % 442 $ 8832 § 6624 § 2,208
Newspaper Group: . g
Subscriber lists 115,963 69,039 46,924 115,963 62,457 53,506
Indefinite-lived intangible assets: i
Television Group: '
FCC licenses 1,463,102 173,598 1,289,504 1,463,102 173,598 1,289,504
Intangible assets 81,587,897 $251,027 $1,336,870 $1,587,897 $242,679  $1,345,218

I8

The amoruzauon expense for intangible assets subject to amortization for the years ended Deccmbcr 51, 2006, 2005 and 2004

was: v
:

L}

2006 :
2005 i
2004 ,

$8,348
8,380
8,476

i

The amortization expense for each of the next five yc ars related to intangible assets subject to amortization at December 31,

2006, is expected 1o be:

2007
2008 i
2009 i
2010 i
2011 I

$6,941 -
6,499
6,499
5,239
5,239
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Goodwill aliocated to the Company’s operating segments as of December 31, 2006 and 2005 is as follows:

006 2005
Television Group $ 773,267 § 773,257
Newspaper Group 464,091 464,091
Total ' $1,237,348  $1,257,348

In 2005, the Company reduced Newspaper Group goodwill by $5,952 due to the favorable resolution of a pre-acquisition tax
matter relating to the 1997 acquisition of The Providence Journal.

Based on the results of its annual impairment tests of intangible assets and goodwill, the Company determined that no
impairment of these assets existed as of December 31, 2006 or 2005, respectively. The Company must make assumptions
regarding estimated future cash flows and other factors to determine the fair value of the respective assets in assessing the
fair value of its goodwill and other intangibles. If these estimates or the related assumptions change, the Company may be
required to record impairment charges for these assets in the future.

Note 4: Long-Term Incentive Plan

Belo has a long-term incentive plan under which awards may be granted to employees and outside directors in the form of
nen-gualified stock options, incentive stock options, restricted shares, restricted stock units, performance shares, performance
units or stock appreciation rights. [n addition, options may be accompanied by stock appreciation rights and limited stock
appreciation rights. Rights and limited rights may also be issued without accompanying options. Cash-based bonus awards are
also available under the plan. The Company believes that the long-term incentive plan better aligns the interests of its
employees with those of its shareholders. Shares of common stock reserved for future grants under the plan were 7,039,483,
8,308,939, and 9,161,049 at December 31, 2006, 2005 and 2004, respectively.

Under the long-term incentive plan, the compensation cost that has been charged against income for the year ended
December 31, 2006 and 2005 was $16,993 and $305, respectively. The total income tax benefit recognized in the consolidated
statement of earnings for share-based compensation arrangements was $6,043 and §107 for the years ended December 31,
2006 and 2005, respectively. '

Options

The non-qualified options granted to employees and outside directors under Belo’s long-term incentive plan become
exercisable in cumulative installments over periods of one to three years and expire after 10 years. The fair value of each
option award granted is estimated on the date of grant using the Black-Scholes-Merton valuation model that uses the
assumptions noted in the following table. Volaiility is calculated using an analysis of historical volatility. The Company believes
that the historical volatility of the Company’s stock is the best method for estimating future volatility. The expected lives of
options are determined based on the Company's historical share option exercise experience using a rolling one-year average.
The Company believes the historical experience method isthe best estimate of future exercise patterns currently available.
The risk-free interest rates are determined using the implied yield currently available for zerocoupon U.S. government issues
with a remaining term equal to the expected life of the options. The expected dividend yields are based on the approved
annual dividend rate in effect and current market price of the underlying common stock at the time of grant.

2006 2008 2004
Weighted average grant date fair value $4.71 $5.89 $5.36
Weighted average assumptions used:
Expected volatility 24.9% 260% 23.1%
Expected lives 6 yrs 6 yrs 4 yrs
Risk-free interest rates 474% 430% 3.33%
Expected dividend yields 2.54% 181% 1.49%

PAGE 66 Belo Corp. 2006 Annual Report




Notes to Consolidated Financial Statements }
i

A summary of option activity under the long-term incentive plan for the three years ended December 31, 2006, is summarized

in the following table: 3

2006 2005 2004

weighted Weighted weighted

| Average Average Average

Rumber of | Exercise Number of Exercise Number of Exercise

Options .4 Price . Options Price Options Price

Oustanding at January 1, 16,270,228  $21.17 16,369,928 $20.97 16,612,230 £20.15

Granted 369,330 ' $18.60 1,042,860 $22.17 1,886,456 $25.49

Exercised (1,681,844)  $17.90 (951,810) $17.90 (1,859,388) £17.90

Canceled (300,216) , $22.61 (190,750) $25.15 (269,370} $23.53

Outstanding at December 31, . 14,757,498 - $21.43 16,270,228 $21.17 16,369,928 820.97
Vested and exercisable at B

December 31, 13,448,418 ' §21.36 13,784,308 $20.60 13,015,082 $19.82
Weighted average remaining ;I

contractual term (in years) 4.9 [ 5.4 6.1

Options granted under the long-term incentive plan are granted where the exercise price equals the closing stock price on
the day of grant therefore the options outstanding have no intrinsic value. The total intrinsic value of options exercised

during the years ended December 31, 2006, 2005 and 2004 are as follows:
‘ |

2006 $ 1,805
2005 : 5,688
2004 ‘ 17,934

Kl
[l

The following table summarizes information (net of éstimated forfeitures) related to stock options outstanding at
December 31, 2006: i

Number of Weighted Average Weighted Average Number of Weighted Average

Range of Options Remaining Exercise Options Exercise
Exercise Prices outstanding(a) tife {years) . * Price Exercisable Price
$15-18 5,007,310 423 $17.63 4,839,475 $17.63
$19-21 4,516,788 5.06 ‘.- $20.39 3,979,209 $20.26
$22.29 5,090,074 5.58 $26.12 4,517,646 $26.24
£15-29 14,704,172 4.95 $21.42 15,336,330 $21.33

it
(a). Comprised of Series B shares ‘i

As of December 31, 2006, there was $5,180 of total urnlrecognized compensation cost related to non-vested options which is
expected 10 be recognized over a weighted average period of 1.31 years.

1

|

f
)

Restricted Stock Units (RSUSs)
Under the long-term incentive plan, the Company’s Board of Directors has awarded restricted stock units (“RSUs™). The RSUs
have service and/or performance conditions and vest over a period of one to three years. Upon vesting, the RSUs will be
redeemed with 60 percent in Belo's Series A common stock and 40 percent in cash. A liability has been established for the
cash portion of the redemption. During the vesting period, holders of service based RSUs and RSUs with performance
conditions where the performance conditions have been met participate in the Company’s dividends declared by receiving
payments for dividend equivalents. Such dividend equ'ivalcms are recorded as components of the Company’s share-based

compensation. The RSUs do not have voting rights. |
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A summary of RSU activity under the long-term incentive plan for the two years ended December 31, 2006, is summarized in
the following table. No RSUs were awarded in 2004.

2005 2005

weighted Weighted
Average Average
Number of Exercise Number of Exercise

RSUs Price RSUs Price
Outstanding at January 1, 364,900 $21.62 - $ -
Granted 1,036,756 $18.82 364,900 $21.62
Vested - L3 - - $ -
Canceled (13,450)  $21.31 - 5 -
Outstanding at December 31, 1,388,206 $19.53 364,900 $21.62
Vested at December 31, - $ - - $ -

The fair value of the RSUs granted is determined using the closing trading price of the Company’s shares on the grant date.
The weighted-average grant-date fair value of the RSUs granted during the years ended December 31, 2006 and 2005 was
$18.82 and $21.62. No RSUs were converted to shares of stock during the years ended December 31, 2006 or 2005. As of
December 31, 2006, there was $18,584 of total unrecognized compensation cost related to non-vested RSUs. The compensa-
tion cost is expected to be recognized over a weighted-average period of 2.62 years.

Note 5: Defined Contribution Plans

Belo sponsors a defined contribution plan established effective October 1, 1989. The defined contribution plan covers
substantially all employees of the Company. Participants may elect to contribute a portion of their pretax compensation as
provided by the Plan and Internal Revenue Service (IRS) regulations. The maximum pretax contribution an employee can
make is 100% of his or her annual eligible compensation (less required withholdings and deductions) up to statutory limits.
Belo's employees participate in the defined contribution plan under the Star Plan (for employees who did not elect to
continue participation in Belo’s defined benefit pension plan when it was frozen to new participants in July 2000, or who
started with Belo after July 1, 2000); or under the Classic Plan (for employees who elected to continue participation in Belo’s
defined benefit pension plan). See Note 6 for further discussions of Belo’s defined benefit pension plan. Belo contributes an
amount equal to two percent of the compensation paid to eligible employees, subject to limitations, and matches a specified
percentage of employees’ contributions under the Star Plan, Under the Classic Plan, Belo matches a percentage of the
employees’ contribution but does not make the two percent contribution of the participant’s compensation.

Belo's contributions to its defined contribution plans totaled $15,958, $13,788 and $14,458 in 2006, 2005 and 2004,
respectively. A portion of this contribution was made in Beto common stock. The Company issued 530,076, 395,809, and
936,358 shares of Series A common stock in conjunction with these contributions during the years ended December 31, 2006,
2005, and 2004, respectively. Effective January 1, 2007, the defined contribution plan has been amended such that matching
contributions will be in cash and no longer partially in the Company’s stock.

Note 6: Defined Benefit Pension and Other Post Retirement Plans

Belo’s defined benefit pension plan (Pension Plan) covers individuals who were employees prior to July 2000 and who elected
to continue participation in the plan when it was frozen to new participants in July 2000. The benefits are based on years of
service and the average of the employee’s five consecutive years of highest annual compensation earned during the most
recently completed 10 years of employment.

During the fourth quarter 2006, the Company announced that it will freeze benefits under the Pension Plan effective

March 31, 2007, and that it plans to provide transition benefits 10 affected employees, including the granting of five years of
additional credited service and supplemental contributions for a period of up to five years to a defined contribution plan for
the benefit of those affected by these changes who remain with the Company. As a result, the Company recorded a
curtailment loss of $4,082, included in salaries, wages and employee benefits in the accompanying statement of earnings,
which represents the previously unrecognized prior service cost associated with years of credited service which are now no
longer expected to be earned.

On December 31, 2006, the Company adopted the recognition and disclosure provisions of SFAS 158. SFAS 158 requires the
Company to recognize the funded status (the difference bertween the fair value of plan assets and the projected benefit
obligations) of its Pension Plan in the December 31, 2006 consolidated balance sheet, with a corresponding adjustment to
accumulated other comprehensive income, net of tax. The adjustment to accumulated other comprehensive income at
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adoption of SFAS 158 represents the remaining net unrecognized actuarial losses as of December 31, 2006. These amounts
will be subsequently recognized as net periodic pension cost pursuant to the Company's historical accounting policy for
amortizing such amounts. Further, actuarial gains and losses that arise in subsequent periods and which are not recognized as
a component of net periodic pension cost in the same periods will be recognized on the same basis as net actuarial losses
included in accumulated other comprehensive income at adoption of SFAS 158.

i
Because the Company has curtailed all benefits under the Pension Plan as discussed above, the adoption of SFAS 158 had no
effect on the Company’s financial position as of Decémber 31, 2006. In addition, the adoption of SFAS 158 had no effect on
the Company’s consolidated statement of earnings for the year ended December 31, 2006, and it will not affect the
Company's resulis of operations in future periods. |
The reconciliation of the beginning and ending balaiices of the projected benefit obligation and the fair value of plans assets
for the year ended December 31, 2006 and 2005, and the accumulated benefit obligation at December 31, 2006 and 2005, are

as follows: i
4

i 2005 2008

Funded Status ’

Projected Benefit Obligation As of January t, £507,443  $464,808
Actuarial {gains)losses ) (17,603) 23,903
Service cost f 11,343 10,862
Interest cost } 98,734 27,665
Plan amendments ‘! 40,334 (2,257}
Curtailments ' (54,984) -
Benefits paid . (17,641) (17,438)
As of December 31, ! $497,626  $507,443

Fair Value of Plan Assets 1“'

As of January 1, ilﬁ $410,513  $389,228
Actual return on plan assets i 58,367 23,723
Employer contributions , - 15,000
Benefits paid ! (17,641) (17,438)
As of December 31, j 451,239 410,513
Funded Status as of December 31, i $(46,387) $£(96,930)
Accumulated Benefit Obligation ! $407,626  $450,325

At December 31, 2005, the Company had an unrecognized net actuarial loss of $118,518 and unrecognized prior service cost
of $4,698 under SFAS 87 “Employers’ Accounting for Pensions”, resulting in prepaid pension cost of $26,286. Amounts

recognized in the balance sheet as of December 31, 2006 and 2005 consist of:
i

2006 2005
Prepaid pension cost i § 8,351 $ 26,286
Intangible asset || - 4,698
Accrued pension liability (54,737)  (66,098)
Accumulated other comprehensive loss k 54,737 61,400

The underfunded status of the plan of $46,387 at De&:mber 31, 2006 is recognized in the accompanying statement of
financial position as a non-current pension liability of $564,737, which is partially offset by a prepaid pension cost of $8,351,
representing cumutative Company contributions in excess of net periodic pension benefit expense.

Belo’s pension costs and obligations are calculated using various actuarial assumptions and methodologies as prescribed
under SFAS 87. To assist in developing these assumptions and methodologies, Belo uses the services of an independent

consulting firm. To determine the benefit obligations, the assumptions the Company uses include, but are not limited to, the
selection of the discount rate and projected salary increases. In determining the discount rate assumption, the Company used
a measurement date of December 31, 2006 and constiucted a portfolio of bonds to match the benefit payment stream that is
projected to be paid from the Company’s pension plans. The benefit payment stream is assumed o be funded from bond
coupons and maturities as well as interest on the excess cash flows from the bond portfolio.
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Weighted average assurnptions used to determine benefit obligations for the Pension Plan as of December 31, 2006 and 2005
are as follows:

. 2006 2005
Discount rate 6.00% 5.75%
Rate of increase in future compensation 423% 420%

To compute the Company’s net periodic benefit cost in the year ended December 31, 2006, the Company uses actuarial
assumptions which include a discount rate, an expected long-term rate of return on plan assets and projected salary increases.
The discount rate applied in this calculation is the rate used in computing the benefit obligation as of the end of the
preceding year. The expected long-term rate of return on plan assets assumption is based on the weighted average expected
long-term rewrns for the target allocation of plan assets as of the measurement date, the end of the year, and was developed
through analysis of historical market returns, current market conditions and the Pension Plan's assets past experience.
Although the Company believes that the assumptions used are appropriate, differences berween assumed and actual
experience may affect the Company’s operating results.

Weighted average assumptions used to determine net periodic benefit cost for years ended December 31, 2006, 2005 and
2004 are as follows: ‘

2006 2005 2004
Discount rate 5.75% 6.00% 6.25%
Expected long-term rate of return on assets 850% 8.75% 8.75%
Rate of increase in future compensation 420% 4.20% 4.20%

The net periodic pension cost for the years ended December 31, 2006, 2005 and 2004 includes the following components:

2006 2005 2004
Service cost-benefits earned during the period $11,343 $ 10,862 § 10410
Interest cost on projected benefit obligation 28,734 27,565 26,232
Expected return on plan assets (34,026) (31,139) (29,033)
Amortization of net loss 7,186 7,820 6,324
Amortization of unrecognized prior service cost 616 529 640
Recognized curtailment loss 4,082 - -
Net periodic pension cost $ 17935 $ 15637 § 14,573

The expected benefit payments, net of administrative expenses, under the plan are as follows:

2007 $ 197117
2008 20,820
2009 22,182
2010 23,777
2011 25,678
Years 2012 - 2015 163,981

Belo’s funding policy is to contribute annually to the Pension Plan amounts sufficient to meet minimum funding
requirements as set forth in employee benefit and tax laws, but not in excess of the maximum tax deductible contribution.
During the years ended 2005 and 2004, the Company made contributions to the Pension Plan totaling $15,000 and $30,800,
respectively. The Company made no contributions to the Pension Plan during 2006. The 2005 and 2004 contributions
exceeded the Company's required minimum contribution for ERISA funding purpeses and there was no ERISA funding
requirement in 2006. No plan assets are expected to be returned to the Company during the fiscal year ended December 31,
2007,

The primary investment objective of the Pension Plan is to ensure, over the long-term life of the plan, an adequate pool of
assets to support the benefit obligations to participants, retirees and beneficiaries. A secondary objective of the plan is to
achieve a level of investment return consistent with a prudent level of portfolio risk that will minimize the financial effect of
the Pension Plan on the Company. '
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The Pension Plan weighted-average target allocation and actual asset allocations at December 31, 2006 and 2005 by asset

category are as follows: 5‘?

| Target Actual
i Allocation ~ 2006 2005

60.0% 61.0% 61.7%
15.0% 19.5% 17.2%

Asset category

i
I
v
Domestic equity securities I
International equity securities |

’
Fixed income securities P 25.0%  19.1%  199%
Cash , | - 04%  12%
Total | ?? 100.0% - 100.0%  100.0%
i |
Pension Plan assets do not include any Belo commor, stock at December 31, 2006 or 2005.

Belo also sponsors non-qualified retirement plans and postretirement benefit plans for certain employees. Expense
recognized in 2006, 2005 and 2004 for the non-qualified retirement plans was $1,897, $2,266 and $2,180, respectively. Expense
for the postretirement benefit plans recognized in 2006 2005 and 2004 was $599, $637, and $§791, respectively.

Note ;j:': (omprehenswe Income
. '\
For each of the three years in the period ended December 31, 2006, total comprehensive income was comprised as follows:

i 2006 2005 2004

Net earnings :; $130,526 $127,688 $132,496

Other comprehensive income (loss):
‘Pension benefit obligation adjustments, net of taxes of $1,8531,
($6,711) and $3,813 in 2006, 2005 and- 2004 respectively 3,401 (12,463) 7,081

Other comprehensive income (loss) 3,401 (12,463) 7,081
Comprehensive income $133,027 $115,225  $139,577

‘r
L
!
L

Note 8: Long-Term Debt

Long-term;debt consists of the following at December 31, 2006 and 2005:

i 2006 2005

7%% Senior Notes Due June 1, 2007 b ' $ 234477 $ 300,000
8% Senior Notes Due November 1, 2008 “ 350,000 850,000
6%% Senior Notes Due May 30, 2013 ” 248,957 -
‘7%% Senior Debentures Due June 1, 2027 |‘ 200,000 200,000
7%% Senior Debentures Due September 15, 2027 250,000 250,000

Fixed-rate debt 3 1,285,434 1,100,000
Revolving credit agreement, including shorl term unsecured notes - 105,000
Uncommitted line of credit ![ - 39,875
Total b $1,283,434  $1,244,875

ﬂ

The Company s long-term debt maturities are as foll WS

2007 Ip $ 234,477
2008 I 350,000
2009 E -
2010 i -
2011 and thereafter | 698,957
‘Total i $1,983 434

i ;
The welghted average effective interest rate on the fixed-rate debt was 7.4 percent and 7.5 percent at December 31, 2006 and
December 31, 2005, respectively. The fair value was $28,496 and $59,795 greater than the carrying value at December 31,

2006 and 2005, respectively. The fair values at December 31, 2006 and 2005 were estimated using quoted market prices and

Ii
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yields obtained through independent pricing sources, takinig into consideration the underlying terms of the debt, such as
coupon rate and term to maturity, In 2006, the Company redeemed $65,523 of the 7'4% Senior Notes due June 1, 2007. The
Company expects to repay the outstanding balance of the 7%4% Senior Notes due June 1, 2007 with borrowings under long-
term facilities, including funds drawn from its revolving credir facility (see below). On February 2, 2004, the Company retired
$6,400 of Industrial Revenue Bonds due 2020. '

In May 2006, Belo issued $250,000 of 6%% Senior Notes due May 30, 2013 at a premium of approximately $1,118. Interest on
these 6%% Senior Notes is due semi-annually on November 30 and May 30 of each year. The 6%% Senior Notes are
unsubordinated and unsecured obligations ranking equally with all of the Company's existing and future unsubordinated and
unsecured obligations. The Company may redeem the 6%% Senior Notes at its option at any time in whole or from time to
time in part at a redemption price calculated in accordance with the indenture under which the notes were issued. The net
proceeds were used to repay debt previously outstanding under Belo's revolving credit facility with the remaining proceeds
invested in cash and temporary cash investments for working capital needs at December 31, 2006. The $1,118 premium
associated with the issuance of these 6%% Senior Notes is being amortized over the term of the 6%% Senior Notes using the
effective interest rate method. As of December 31, 2006, the unameortized premium was $1,043.

On June 7, 2006, the Company entered into an Amended and Restated $1,000,000 Five-Year Competitive Advance and
Revolving Credit Facility Agreement with JPMorgan Chase Bank, N.A,, ].P. Morgan Securities Inc., Banc of America Securities
LLC, Bank of America, N.A. and other lenders (the “Credit Agreement”). The Credit Agreement amended and restated the
Company’s existing $1,000,000 Five-Year Credit Agreement (the 2005 Credit Agreement”) by, among other things, extending
the term of the existing facility to June 2011. The facility may be used for working capital and other general corporate
purposes, including letters of credit. Revolving credit borrowings under the Credit Agreement bear interest at a variable
interest rate based on either LIBOR or a base rate, in either case plus an applicable margin that varies depending upon the
rating of the Company’s senior unsecured long-term, non-credit enhanced debt, Competitive advance borrowings bear
interest at a rate obtained from bids selected in accordance with JPMorgan Chase Bank’s standard competitive advance
procedures. Commitment fees depending on the Com]'ﬁany's credit rating, of up to .25 percent per year of the total unused
commitment, accrue and are payable under the facility. The Credit Agreement contains usual and customary covenants for
credit facilities of this type, including covenants limiting liens, mergers and substantial asset sales. The Company is required
to maintain certain leverage and interest coverage ratios specified in the agreement. As of December 31, 2006, the Company
was in compliance with all debt covenant requirements. As of December 31, 2006, there were no borrowings cutstanding
under the Credit Agreement and all unused borrowings were available for borrowing.

The revolving Credit Agreement contains certain covenants, including a requirement to maintain, as of the end of each
quarter and measured over the preceding four quarters, (1) a Funded Debt to Pro Forma Operating Cash Flow ratic not
exceeding 5.0 1o 1.0 and (2) an Interest Coverage ratio of not less than 3.0 to 1.0, all as such terms are defined in the
agreement. For the four quarters ended December 31,.2006, Belo’s ratio of Funded Debt to Pro Forma Operating Cash Flow
as defined in the agreement was 3.0 to 1.0. Belo’s Interest Coverage ratio for the four quarters ended December 31, 2006 was
4.5 to 1.0

On May 3, 2005, the Company entered into the 2005 Credit Agreement. The 2005 Credit Agreement was a $1,000,000
variable-rate five-year revolving credit facility with JPMorgan Chase Bank, N.A., as Administrative Agent, and other lenders
party thereto. The 2005 Credit Agreement replaced the Company’s $720,000 revolving credit facility, which terminated on
May 3, 2005. All borrowings under the old facility were repaid by borrowings under the 2005 Credit Agreement. The 2005
Credit Agreement was used for working capital and other general corporate purposes, including letters of credit. Borrowings
under the 2005 Credit Agreement were made on a committed revolving credit basis or an uncommitted competitive advance
basis through a bidding process. The 2005 Credit Agreement had interest at a rate determined by reference to the Company’s
credit rating and whether the borrowing was based on LIBOR or a defined alternative base rate, as requested by the
Company. Commitment fees, depending on the Company’s credit rating, of up to 0.225 percent per year of the total unused
commitment accrued and were payable under this facility. As of December 31, 2003, borrowings of $105,000 were outstanding
under the 2005 Credit Agreement and the weighted average interest rate for borrowings under the credit facility (which
includes a .125 percent commitment fee) was 5.0 percent. The carrying value of borrowings under the revelving credit facility
approximated fair value at December 31, 2005. This 2005 Credit Agreement was amended and restated in 2006, as discussed
above. ‘

At December 31, 2004, the Company had a $720,000 ﬁ\}e-year variable rate revolving credit facility. Borrowings under the
credit facility were made on a committed revolving credit basis or an uncommitted competitive advance basis through a
bidding process. Revolving credit loans bore interest at a rate determined by reference to LIBOR or a defined alternate base
rate, as requested by the Company. The rate obtained through competitive bidding was either a LIBOR rate adjusted by a
marginal rate of interest or a fixed rate, in either case as specified by the bidding bank and accepted by Belo. Commitment
fees of up to .375 percent of the total unused commitment amount accrued and were payable under the credit facility.
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Borrowings under the credit facility were $33,000 at December 31, 2004. The weighted average interest rate for borrowings
under the credit facility {which includes a .175 percent commitment fee} was 3.9 percent at December 31, 2004. The carrying
value of borrowings under this revolving credit facility approximated fair value at December 31, 2004. This credit facility was
replaced by the $1,000,000 2005 Credit Agreement discussed above.

In addition, the Company has uncommitted lines of credit of $60,000, of which $39,875 was outstanding at December 31,
2005, There were no amounts outstanding as of December 31, 2006. The weighted average interest rate on this'debt was

5.1 percent at December 31, 2005. These borrowings may be converted at the Company’s option 10 revolving debt.
Accordingly, the $39,875 outstanding under the uncommitied line of credit at December 31, 2005, has been classified as long-
term in the accompanying consolidated balance sheets. All unused borrowings under the Company's revolving credit facility
and uncommitted line of credit are available for borrowing as of December 31, 2006.

During 2006, 2005 and 2004, cash paid for interest, et of amounts capitalized, was $94,710, $91,153 and $90,416, respectively.
At December 31, 2006, Belo had outstanding leuers of credit of $13,089 issued in the ordinary course of business.

Note 9: (;ommon and Preferred Stock

It

The total number of authorized shares of common stock is 450,000,000 shares. The Company has two series of common stock
outstanding, Series A and Series B, each with a par value of $1.67 per share. The Series A and Series B shares are identical
except as noted herein. Series B shares are entitled 10 10 votes per share on all matters submitted to a vote of shareholders,
while the Series A shares are entitled to one vote per share. Series B shares are convertible at any time on a one-for-one basis
into Series A shares but Series A shares are not convertible to Series B shares. Shares of Belo's Series A common stock are
traded on the New York Stock Exchange (NYSE symbol: BLC). There is no established public wrading market for shares of
Series B common stock. Transferability of the Series 13 shares is limited to family members and affiliated entities of the holder.
Upon any other type of transfer, the Series B shares automatically convert into Series A shares, '

: |
In July 2000, the Company’s Board of Directors authorized the repurchase of up to 25,000,000 shares of common stock. All
shares were retired in the year of purchase. On December 9, 2005, the Company’s Board of Directors authorized the
repurchase of up and additional 15,000,000 shares of common stock. As of December 31, 2006, the Company had 14,049,055
remaining shares under both of these purchase authorities. In addition, Belo has in place a stock repurchase program
authorizing the purchase of up to $2,500 of Company stock annually. Durlng 2006, no shares were purchased under this
program. There is no expiration date for any of these: repurchase programs.- :

For the three years in the period ended December 3!, 2006, a summary of the shares repurchased under these authorities is
as follows: : ' i
[ C

2006 2005 2004
Shares repurchased ' 7,650,164 7,946,200 2,887,500
Aggregate cost of shares repurchased i ’ 0% 144,429 5 184,011 § 78,148

Note 10:.Earnings Per Share

The following table sets forth the reconciliation bctwl&en weighted average shares used for calculating basic and diluted
earnings per share for each of the three years in the penod ended December 31, 2006 (in thousands, except per share
amounts):

2006 2005 2004
Weighted average shares for basic earnings iier share 103,701 112,104 115,036
Effect of employee stock options and RSUs k 181 1,448 2,236
Weighted average shares for diluted earnings per share 103,882 113,652 117,272
Options excluded due to exercise price in exccse of average market
price i _
Number outstanding i 9,645 4,932 3,651
Weighted average exercise price i $ 2342 § 2633 § 27.14
RSUs excluded due to performance conditions not probable of being |
-achieved ‘
Number outstanding ¢ . 457 - -
Weighted average exercise price i $ 1813 - -
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All Series A and Series B shares and their equivalents are included in the computations of the earnings per share amounts,
because the Series A and Series B shares participate equally in the dividends and undistributed earnings of the Company.

Note 11: Income Taxes

Income tax expense for the years ended December 31, 2006, 2005 and 2004 consists of the following:

2006 2005 2004
Current

Federal £76,335 $66,309  $58,307
State 1,839 7,227 7,831
Total current 78,174 75,636 66,138

Deferred
Federal (5,214) 3,581 14,798
State 197 2,155 2,369
Total deferred (5,017) 5,736 17,167
Total income tax expense $73.157 $79,272  $83,305

Income tax expense for the years ended December 31, 2006, 2005 and 2004 differ from amounts computed by applying the
applicable U.5. federal income tax rate as follows:

2006 2005 2004
Computed expected income tax expense . §71,280 372,436 $75530
State income taxes 4,483 6,100 6,630
Other (2,615) 736 1,145
Total income tax expense $73,157  $79,272  $83,305
Effective income tax rate 35.9% 38.3% 38.6%

In May 2006, the Texas legislature enacted a new law that reforms the Texas franchise tax system and replaces it with a new
tax system, referred to as the Texas margin tax. The Texas margin tax is a significant change in.Texas tax law because it
generally makes all legal entities subject to tax, including general and limited partnerships, while the current franchise tax
systemn applies only to corporations and limited liability companies. Belo conducts some operations in Texas that will become
subject to the new Texas margin tax. The effective date of the Texas margin tax, which has been interpreted to be an income
tax for accounting purposes, is January 1, 2008 for calendar year-end companies, and the computation of tax liability is
expected to be based on 2007 revenues as reduced by certain deductions.

In accordance with provisions of SFAS 109, “Accounting for Income Taxes,” which requires that deferred tax assets and
liabilities be adjusted for the effects of new tax legislation in the period of enactment, Belo estimated and recorded a
reduction of income tax expense of approximately $3,813 in the second quarter of 2006. The estimate is based on the Texas
margin tax law in its current form and the current guidance issued by the Texas Comptroller of Public Accounts,
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Significant components of Belo’s deferred tax liabilmles and assets as of Decernber 31, 2006 and 2005 are as follows:

2006 2005

Deferred tax liabilities: F
i

'Excess tax amortization $429,532  $414,562

'Excess tax depreciation II 50,050 60,049

‘Expenses deductible for tax purposes in a year different from the year accrued 10,012 16,503 -
:Other i , 10,484 12,736 -
" Total deferred tax liabilities L 500,078 503,850

- ; I
Déferred tax assets: 0

Deferred compensation and benefits 1 19,563 7,769
‘State taxes i 12,508 11,337
-Accrued pension liability i 19,921 21,752
Expenses deductible for tax purposes in a year different from the year accrued 19,454 23,007
:Other : 5,474 6,514

Total deferred tax assets 'ii 76,920 70,379
i Net deferred tax liability i $423,158 $433,471

In June 2006, the FASB issued FASB Interpretation (FIN) 48, “Accounting for Uncertainty in Income Taxes.” FIN 48 is an
interpretation of SFAS 109, “Accounting for Income ‘Taxes”. Among other things, FIN 48 prescribes a recognition threshold
and measurement attribute for the financial statement recognition and measurement of a tax position taken or expected to
be taken in a tax return. The effective date of FIN 48 for the Company is January 1, 2007. The adoption of FIN 48 is not
expected to have a material effect on the Company’s consolidated financial statements.

{ N '
Note 12: Commitments

: d
The Company has entered into commitments for broadcast rights that are not currently available for broadeast and are
therefore not recorded in the financial statements. In addition, the Company has contractual obligations for capital
expenduures that primarily relate to television broadcast equipment and newspaper production equipment, as well as
contracted construction costs for the new distribution and production facility in Dallas and the new media center for The
Press-Enterprise. The table below summarizes the followmg specified commitments of the Company as of December 31, 2006:

Nature of Commitment Total 2007 12008 2009 2010 201 Thereafter

Broadcast rights $ 245952 '$ 57,653 $ 59,221 $ 60,784 § 50,009 $17.414 $ 871
Capital’expenditures and licenses 27,165 23,650 712 716 719 682 686
Non-cancelable operating leases 41,745 ﬁ' 10,924 8,867 6,823 4,594 3,373 7,164
Longterm debt (principal only) 1,283,484 234477 350,000 - - - 698,957
Interest on long-term debt(a) 859,494 ; 85,461 73,853 50,500 50,500 50,500 548,700

Total $2,457,790 ';é‘$412,165 $492,633 $118,823 $105,822 $71,969 $1,256,378

(a)  Represcnts the annual interest on fixed rate debt. As of Decembe:;- 31, 2006, there were no outstanding balances on the Company's variable rate debt.

i
Total leasé expense for property and equipment was_$12,753, $13,031 and $12,765 in 2006, 2005 and 2004, respectively.

1’;; Note 13: Contingent Liabilities

On januar),r 5, 2006, CBS Radio Stations, Inc. (form« rly Infinity Radio, Inc.}), plaintiff and a subsidiary of CBS Corporauon
filed a complaint against Belo Corp. and Belo TV, Inc., a subsidiary of Belo Corp., in the Supreme Court of the State of New
York, County of New York alleging, among other matters, that Belo breached obligations under the asset purchase agreement
between Belo and plaintiff to purchase substantially “all of the assets of WUPL-TV, then the UPN affiliate in New Orleans,
Louisiana, in the aftermath of Hurricane Katrina. Plaintiff's amended complaint sought damages in the amount of the
difference between the $14,500 purchase price of the station and the station’s market value in December 2005, along 1 with
unspecified costs and expenses, interest, attorney’s fees and court costs. On February 26, 2007 the Company purchased
WUPL-TV.in New Orleans, Louisiana for an amoum less than the originally agreed-upon price. Concurrent with the station
purchase, the lawsuit relating to the purchase was settled

: <I
On June 3 2005, a shareholder derivative lawsuit was filed by a purported individual shareholder of the Company in the
191st _]I.ldlCI.al District Court of Dallas County, Texas, against Robert W. Decherd, Dennis A. Williamson, Dunia A. Shive and

!
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John L. Sander, all of whom are current or retired executive officers of the Company; James M. Moroney 111, an executive
officer of The Dalias Morning News; Barry Peckham, a former executive officer of The Dallas Morning News; and Louis E.
Caldera, Judith L. Craven, Stephen Hamblett, Dealey D. Herndon, Wayne R. Sanders, France A. Cérdova, Laurence E. Hirsch,
J. McDonald Williams, Henry P. Becton, Jr., Roger A. Enrico, Wiltiam T. Solomon, Lloyd [, Ward, M. Anne Szostak and
Arturo Madrid, current and former directors of the Company. The lawsuit makes various claims asserting mismanagement
and breach of fiduciary duty related to the circulation overstatement at The Dallas Morning News announced by the Company
in August 2004. The defendants filed a joint pleading on August 1; 2005, seeking the lawsuit’s dismissal based on the failure
of the purported individual shareholder to make demand on Belo to take action on his claims prior to filing the lawsuit. On
September 9, 2005, the plaintiff filed its response alleging that demand is legally excused. The defendants replied to
plaintiff’s response on September 26, 2005. On September 30, 2005, discovery in this matter was stayed by court order.

On August 23, 2004, August 26, 2004 and October 5, 2004, respectively, three related lawsuits were filed by purported
shareholders of the Company in the United States District Court for the Northern District of Texas against the Company,
Robert W. Decherd and Barry Peckham. The complaints arise out of the circulation overstatement at The Dallas Morning News,
alleging that the overstatement artificially inflated Belo’s financial results and thereby injured investors. The plaintiffs seek to
represent a purported class of shareholders who purchased Belo common stock between May 12, 2003 and August 6, 2004.
The complaints allege violations of Sections 1¢(b) and f20(a) of the Securities Exchange Act of 1934. On October 18, 2004,
the court ordered the consolidation of all cases arising out of the same facts and presenting the same claims, and on
February 7, 2005, plaintiffs filed an amended, consolidated complaint adding as defendants John L. Sander, Dunia A. Shive,
Dennis A. Williamson and James M. Moroney 111, On April 8, 2005, plaintiffs filed their unopposed motion for leave to file a
first amended consolidated complaint, which motion was granted on April 11, 2005. On August 1, 2005, defendants filed a
motion to dismiss. On March 30, 2006, the defendants’ motion to-dismiss was granted. On May 11, 2006, plaintiffs replead
their allegations in a second amended consolidated complaint. On July 27, 2006, defendants filed motions to dismiss the
second amended consolidated complaint. On October ‘10, 2006, plaintiffs filed a consolidated opposition to defendants’
motion to dismiss plaintiff’s second amended consolidated complaint. The motion to dismiss is now before the court for
decision. The Court has scheduled a hearing on the motion to dismiss for March 9, 2007, No class or classes have been
certified and no amount of damages has been specified. The Company believes the complaints are without merit and intends
to vigorously defend against them.

In 2004, the staff of the Securities and Exchange Commission (the “SEC”) notified the Company that the staff was conducting
a newspaper industry-wide inquiry into circulation practices, and inquired specifically about The Dallas Morning News’
circulation overstatement. The Company has briefed the SEC on The Dallas Morning News circulation situation and related
matters. The information voluntarily provided to the SEC relates to The Dallas Morning News, as well as The Providence Journal
and The Press-Enterprise.  The Company will continue to respond to additional requests for information that the SEC may
have. .

A number of other legal proceedings are pending against the Company, including several actions for alleged libel and/or
defamation. In the opinion of management, liabilities, if any, arising from these other legal proceedings would not have a
material adverse effect on the results of operations, liqu"idity or financial position of the Company.

Note 14: Other Income and Expense
During the third quarter of 2004, Belo and Time Warner discontinued their joint ventures that operated the local cable news
channels in Charlotte, North Carolina and Houston and San Antonio, Texas. The Company had made investments totaling
$39,070 (35,093 of which was invested in 2004) related to these ventures through December 31, 2004. Belo recorded a charge
of $11,528 in the third quarter of 2004, which is included in other income {expense), net, to write down its investment in the
Joint ventures to $7,454, the net amount the Company expected to recover upon lquidation of the joint ventures’ assets, In
2005, the joint ventures sold their assets. The actual amount recovered by the Company was $7,597 which represented the
amounts received from the sale of the joint venwure assets net of costs incurred in the liquidation,.

On August 16, 2004, the Company announced a voluntary advertiser plan developed by management in response to an
overstatement of previously reported circulation figures:at The Dallas Morning News. As a result, the Company recorded a
charge of $23,500 in 2004 related to the advertiser plan, of which approximately $19,629, consisting of cash payments to
advertisers, was classified as a reduction of revenues and approximately $3,900, consisting of related costs, was included in
other operating costs. The plan also included future advertising credits. To use the credits, advertisers generally placed
advertising in addition to the terms of each advertiser’s current contract. Credits earned were to be used by the end of an
advertiser’s contract period or February 28, 2005, whichever was later. As of December 31, 2005, advertisers had used or
forfeited all available credits. i

PAGE 76 Belo Corp. 2006 Annual Report




Notes to Consolidated Financial Statements
Note 15: Reduction in Fosce

On September 14, 2006, the Company completed a voluntary severance program for newsroom employees at The Dallas
Morning News. The voluntary severance affected approximately 112 positions. The total charge for severance costs and other
expenses related to this reduction in workforce is approximately $6,491 which was recorded and paid in 2006. In April 2006,
the Company announced its technology optimization initiative. Part of this initiative is the elimination of approximately 60
positions, The total charge for severance costs and other expenses related to this initiative is expected to be approximately
$1,742, of which $1,688 was recorded in 2006. Approximately $1,388 of the technology initiative charges were recorded in the
Newspaper Group with the remaining amount recorded as Corporate expenses. Of the $1,688 in charges recorded in salaries,
wages and employee benefits as of December 31, 2006, approximately $1,627 was paid in 2006, with the remainder to be paid
by the fourth quarter 2007, 4 ‘ :

i
: b
In 2004, Belo announced a Company-wide reductioniin workforce of approximately 250 positions, with the majority coming
from The Dallas Morning News. The Company recorded charges totaling $7,897 for severance costs and other expenses
(included in salaries, wages and employee benefits) related to the reduction in workforce. As of December 31, 2008, all of the

payments for the 2004 reduction in workforce have been made.

Mote 16: Investments
Hi
In 2004, Belo entered into joint marketing and shared services agreements with HIC Broadcasting, Inc. (*HIC), the owner
and operator of KFWD-TV, Channel 52, licensed to Fort Worth, Texas. These agreements expire December 31, 2009, but are
subject to extension. Belo provides advertising sales assistance, certain technical services and facilities to support the
operations of KFWD-TV, as well as limited programming. In exchange, Belo is reimbursed for its costs and receives 50 percent
of the net profits from the operations of KFWD-TV. The amounts received under these agreemenis were not material to
Belo's consolidated results of operations in 2005 and 2006. In addition, in exchange for $10,375 in cash, Belo acquired
optlions to acquire undivided interests in the assets owned, held or leased by HIC, which are used in the operations of
KFWD-TV. The aggregate exercise price of the options to acquire a 100 percent interest is $31,125, subject to adjustment.
These options expire December 31, 2012, HIC also has the option, through December 31, 2009, to require Belo to acquire
KFWD-TV. The exercise of the options by either Belo or HIC depends on modification of the Federal Communications
Commission media ownership rules and policies to permit Belo's ownership of KFWD-TV.

i
Note 17: Supplemental Cash Flow Information

Supplemental cash flow information for each of the three years in the period ended December 31, 2006 is as follows:

2006 2005 1004
Supplemental cash flow information:
Interest paid, net of amounts capltallzed $94,710 $91,153  $90,416
Income taxes paid, net of refunds ; $67,727  $81,560  $59.,545

Note 18: Related Party Transactions
In December 2005, the Company entered into a consiruction contract with Austin Commercial, L.P. relating to the new Dallas
Morning News distribution and preduction center in touthern Dallas, The contract provides for total payments of
approximately $16,198, of which approximately $13,162 and $556 was paid during the years ended December 31, 2006, and
2005, respectively. Approximately $13,718 has been pald since the inception of the contract, At December 31, 2006, there was
a balance due of approximately $927. Bill Solomon, a member of Belo’s Board of Directors, is Chairman of Austin Industries,

Inc., the pal ent company of Austin Commercial, L. P

}
Nole 19: Subsequent Event

On February 26, 2007 the Company purchased WUPL—TV in New Orleans, Louisiana for an amount less than the originally
agreed-upon amount. Concurrent with the station purchase, the lawsuit relating to the purchase was settled. See Note 13.

Note 20: Segment Information
Belo operates its business in two primary reporting s:=gmems the Television Grbup and the Newspaper Group. For the

Television Group, Belo’s operating segments are deﬁned as its television stations and cable news channels within a given
market. These operatlng segments are aggregated mto the Television Group. For the Newspaper Group, Belo's operating
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segments are defined as its newspapers within a given market. These operating segments are aggregated into the Newspaper
Group. Belo’s various operating segments share content at no cost.

Operations in the Television Group involve the sale of air time for advertising and the broadcast of news, entertainment and
other programming through Belo's television stations, cable news operations and related Web sites. Belo’s television stations
are located in Dallas/Fort Worth, Houston, San Antonio and Austin, Texas; Seattle/Tacoma and Spokane, Washington;
Phoenix and Tucsen, Arizona; St. Louis, Missouri; Portland, Oregon; Charloue, North Carolina; New Orleans, Louisiana;
Hampton/Norfolk, Virginia; Louisville, Kentucky; and Boise, Idaho. The Company's regional cable news operations are
located in Seattle, Washington and Dallas, Texas.

Operations in the Newspaper Group involve the sale of advertising space in published issues and on related Web sites, the
sale of newspapers to distributors and individual subscribers and commercial printing. The Company's major newspaper
publishing units are The Dallas Morning News, located in Dallas, Texas; The Providence Journal, located in Providence, Rhode
Island; and The Press-Enterprise, located in Riverside, California. The Company also has newspaper operations in Denton,
Texas.

Belo’s management uses segment EBITDA as the primary measure of profitability to evaluate operating performance and to
allocate capital resources and bonuses to eligible operating company employees. Segment EBITDA represents a segment’s
earnings before interest expense, income taxes, depreciation and amortization. Other income (expense), net is not allocated
to the Company's operating segments because it consists primarily of equity earnings (losses) from investments in
partnerships and joint ventures and other non-operating income (expense).

Selected segment data for the years ended December 31, 2006, 2005 and 2004 is as follows:

2006 2005 2004
Net operating revenues .
Television Group $§ 770539 § 703,426 § 741,154
Newspaper Group 817,733 822,344 779,142
Total net operating revenues $1,588,272 $1,595,770  $1,520,296
Segment EBITDA
Television Group $ 325669 § 273516 § 310,257
Newspaper Group 158,578 178,377 169,246
Corporate {100,104) (60,056) (59,169)
Total Segment EBITDA $ 384,143 § 391,837 § 420,334
Other income {expense), net _ 10,926 2,018 (16,219)
Depreciation and amortization (95,732} (95,891) (98,150)
Interest expense (95,654) (91,004) (90,164)
Income taxes . (73,157} (79,272) (83,305)
Net earnings $ 130526 % 127,688 § 132,496
Depreciation and amortization
Television Group $§ 42610 § 44,709 $ 45,048
Newspaper Group 43,914 43,112 45,327
Corporate 9,208 8,070 7,775
Total depreciation and amortization £ 95732 % 95891 § 98150
Identifiable assets
Television Group $2,506,431 $2,495,842 $2,514,798
Newspaper Group 889,183 897,113 899,612
Corporate 218,664 196,258 173,590
Total identifiable assets $3,614,278 83,589,213  $3,688,000
Capital expenditures
Television Group $ 27169 ¢ 33,158 $ 36,250
Newspaper Group 68,960 43,689 34,285
Corporate 18,107 10,421 9,027
Total capital expenditures $ 114236 § 87268 § 79,562
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Note 21: Quarterly Results of Operations (unaudited)

Following is a summary of the unaudited quarterly results of operations for the years ended December 31, 2006 and 2005.
Certain previously reported information has been reclassified to conform to the current year presentation.

2006 B 1™ Quarter 7™ Quarter 3" Quarter 4™ Quarter
Net operating revenues I
Television Group i $174,692 $193,526 $179,137 $223,384
Newspaper Group " 197,031 210,231 197,258 213,213
Total operating revenues ! 371,723 $403,557 $376,395 $436,597
Operating costs and expenses "
Salaries, wages and employee benefits i $148,366 $142,472 $145,098 $145,680
Other production, distribution and operating costs 111,830 123,596 120,313 133,116
Newsprint, ink and other supplies : 36,678 84,227 30,715 32,138
Depreciation ﬂ ) 21,816 22,272 21,575 21,721
Amortization ; 2,087 2,087 2,087 2,087
Total operating costs and expenses ) £320,777 £524 654 $319,788 $334,642
Other income, net iy 848 8,852 260 966
Interest expense fi (23,662) (24,430) (24,944) (22,618)
Income taxes i (10,832) (20,666) (12,705) {28,954)
Net earnings . $ 17,300 $ 42,659 $ 19,218 $ 51,349
Basic earnings per share ‘ $ A6 8§ 41 $ d9 8 50
Diluted earnings per share ! $ J6 § 41 & 19 § .50
!\.
2005 ] 1 Quarter 2™ Quarter 3" Quarter 4™ Quarter
Net operating revenues
Television Group i‘ $161,146 $183,142 $167,500 $191,638
Newspaper Group ' 188,005 208,121 205,920 220,298
Total operating revenues . $349,151 $391,263 $373,420 $411,936
Operating costs and expenses i‘
Salaries, wages and employee benefits | $185,458 $136,748 $137,358 $135,242
Other production, distribution and operating costs 97,524 106,025 116,205 126,462
Newsprint, ink and other supplies ! - 82,106 34,853 37,149 38,804
Depreciation ; 22,032 22214 21,612 21,6563
Amortization 2119 2,087 2,087 2 087
Total operating costs and expenses ! $280,238  $301,927  $314,411  $324,248
Other income (expense), net | 356 485 524 653
Interest expense i (22,293) (22,219) (23,536) (22,956)
Income taxes ! (14,275) (25,682) (13,856) (25,459)
Net earnings $923701  $41920 $ 22,141  $ 39,926
Basic earnings per share ; $ 21 $ 37 % 20 0§ .37
Diluted earnings per share : $ 20 % 36 3 20 3 .36
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Exhibit Number Description

3.1 * Certificate of Incorporation of the Company (Exhibit 3.1 to the Company’s Annual Report on Form 10K dated
March 15, 2000 (Securities and Exchange Commission File No. 001-08598) (the *1999 Form 10-K™))

3.2 * Certificate of Correction to Certificate of Incorporation dated May 13, 1987 {Exhibit 3.2 to the 1999 Form 10-K)

3.3 *  Certificate of Designation of Series A Junior Participating Preferred Stock of the Company dated April 16, 1987
(Exhibit 3.3 to the 1999 Form 10-K)

3.4 * Certificate of Amendment of Certificate of Incorporation of the Company dated May 4, 1988 (Exhibit 3.4 to the
1999 Form 10-K)

35 *  Certificate of Amendment of Certificate of Incorporation of the Company dated May 3, 1995 (Exhibit 3.5 to the
1999 Form 10-K)

3.6 * Certificate of Amendment of Certificate of Incorporation of the Company dated May 13, 1998 (Exhibit 3.6 to the
Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 1998 (Securities and Exchange
Commission File No. 002-74702} (the “2nd Quarter 1998 Form 10-Q"))

3.7 *  Certficate of Ownership and Merger, dated December 20, 2000, but effective as of 11:59 p-m. on December 31,
2000 {Exhibit 99.2 10 Belo’s Current Report on Form 8K filed with the Securities and Exchange Commission on
December 29, 2000 (Securities and Exchange Commission File No. 001-08598))

3.8 * Amended Certificate of Designation of Series A Junior Participating Preferred Stock of the Company dated May 4,
1988 (Exhibit 3.7 10 the 1999 Form 10-K}

89 *  Certificate of Designation of Series B Common Stock of the Company dated May 4, 1988 (Exhibit 3.8 to the 1999
Form 10-K)

3.10 * Amended and Restated Bylaws of the Company, effective December 31, 2000 (Exhibit 3.10 to the Company’s
Annual Report on Form 10-K dated March 13, 2001 (Securities and Exchange Commission File No. 001-

08598) (the “2000 Form 10-K")) .

3.11 * Amendment No. 1 toc Amended and Restated Bylaws of the Company, effective February 7, 2003 (Exhibit 3.11 o
the Company’s Annual Report on Form 10-K dated March 12, 2003 (Securities and Exchange Commission File
No. 001-08598) (the “2002 Form 10-K")}

3.12 * Amendment No. 2 10 Amended and Restated Bylaws of the Company, effective May 9, 2005 (Exhibit 3.12 to the
Company's Quarterly Report on Form 10-Q} for the quarter ended March 31, 2005 (Securities and Exchange
Commission File No. 001-08598) (the “1st Quarter 2005 Form 10-Q7))

4.1 Certain rights of the holders of the Company’s Common Stock are set forth in Exhibits 8.1-3.12 above

4.2 * Specimen Form of Certificate representing shares of the Company’s Series A Common Stock (Exhibit 4.2 to the
2000 Form 10-K)

4.3 * Specimen Form of Certificate representing shares of the Company’s Series B Commeon Stock (Exhibit 4.3 1o the
2000 Form 10-K}

44 Instruments defining rights of debt securides:

(1) * Indenture dated as of June 1, 1997 between the Company and The Chase Manhattan Bank, as Trustee (the
“Indenture”) (Exhibit 4.6(1) to the Company’s Quarterly Report on Form 10-Q for the quarter ended
June 30, 1997 {Securities and Exchange Commission File No. 002-74702) (the “2nd Quarter 1997
Form 10-Q™))

* (a) $200 million 7%% Senior Note due 2007 (Exhibit 4.6(3){(a) to the 2nd Quarter 1997 Form 10-Q)
* (b) $100 million 7'4% Senior Note due 2007 (Exhibit 4.6(3) (b} to the 2nd Quarter 1997 Form 10-0))

(3) * $200 million 7%% Senior Debenture due 2027 (Exhibit 4.6(4} to the 2nd Quarter 1997 Form 10-Q)

(4) * Officers’ Ceruificate dated June 13, 1997 establishing terms of debt securities pursuant to Section 3.1 of the
Indenture (Exhibit 4.6(5) to the 2nd Quarter 1997 Form 10-Q})

(5} * (a) $200 million 7%% Senior Debenture due 2027 (Exhibit 4.6(6)(a) to the Company's Quarterly Report
on Form 10-Q for the quarter ended September 30, 1997 (Sccurities and Exchange Commission File No.
002-74702) (the “3rd Quarter 1997 Form 10-Q7))

* (b) $50 million 7/4% Senior Debenture due 2027 {Exhibit 4.6(6)(b) to the 8rd Quarter 1997 Form 10-Q)

(6) * Officers’ Certificate dated September 26, 1997 establishing terms of debt securities pursuant to Section $.1
of the Indenture (Exhibit 4.6(7) o the 3rd Quarter 1997 Form 10-Q)

(7) * $350 million 8.00% Senior Note due 2008 (Exhibit 4.7(8) to the Company’s Quarterly Report on Form 10-Q
for the quarter ended September 30, 2001 (Securities and Exchange Commission File No. 001-08598) (the
“8rd Quarter 2001 Form 10-Q7))

(8) * Officers’ Certificate dated November 1, 2001 establishing terms of debt securities pursuant to Section 3.1 of
the Indenture {Exhibit 4.7(9) to the 3rd Quarter 2001 Form 10-Q)

(9) * Form of Belo Corp. 6%% Senior Notes due 2013 (Exhibit 4.3 to the Company's Current Report on Form 8K
filed May 26, 2006 (Securities and Exchange Commission File No. 001-08598) (the “May 26, 2006
Form 8K™))

{10)* Officers” Certificate dated May 26, 2006 establishing terms of debt securities pursuant to Section 3.1 of the
Indenture (Exhibit 4.2 to the May 26, 2006 Form 8-K)

(2)
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(1)

“(n

(2

(5

"(6) * Belo 2000 Executive Compensation Plan (Exhibit 4.15 to the Company’s Registration Statement on Form 58

(11)* Underwriting Agreement Standard Provis_ions (Debt Securities), dated May 24, 2006 (Exhibit 1.1 to the
(12)* Underwriting Agreement, dated May 24, ! : 2006, between the Company, Banc of America Securities LLC and

10.1 Financing agreements:

10.2 Compensatory plans:

* (¢) Second Amendment to the Belo Savings Plan {as Amended and Restated effective August 1,

_* (a) Belo Corp. 1986 Long-Term Incentive Plan {Effective May 3, 1989, as amended by Amendments 1, 2, 3,
* (b) Amendment No. 6 to 1986 Long-Term Incentive Plan (Exhibit 10.3(2)(b) to the Company’s Annual

* (¢) Amendment No. 7 to 1986 Long-Term Incentive Plan (Exhibit 10.2(2) (c) to the 1999 Form 10-K)

¥ (d) Amendment No. 8 to 1986 Long— l'erm Incentive Plan (Exhibit 10.3(2) (d) to the 2nd Quarter 1998
“(3) * Belo 1995 Executive Compensation P]an, as restated to incorporate amendments through December 4,

* (a) Amendment to 1995 Executive Compensation Plan, dated July 21, 1998 (Exhibit 10.2(3)(a) to the

* (b) Amendmeni to 1995 Executive Clbmpensation Plan, dated December 16, 1999 (Exhibit 10.2(3) (b} 1o

* (¢) Amendment to 1995 Executive Compensauon Plan, dated December 5, 2003 (Exhibit 10.3(3)(c) to the
* (d) Form of Belo Executive Compensation Plan Award Notification for Employee Awards

"(4) * Management Security Plan {Exhibit 13.3(1) to the 1996 Form 10-K)
* (a) Amendment to Management Security Plan of Belo Corp. and Affiliated Companies (as Restated

* (a) Belo Supplemental Executive Retirement Plan As Amended and Restated Effective January 1, 2004

* (a) First Amendment to Belo 2000 Executive Compensation Plan effective as of December 31, 2000

* (b) Second Amendment to Belo 2000 Executive Compensation Plan dated December 5, 2002

f.r
il

| Description

May 26, 2006 Form 8K)
JPMorgah Securities, Inc. (Exhibit 1.2 to the May 26, 2006 Form 8-K)

* Amended and Restated Five-Year Compelmve Advance and Revolvmg Credit Facility Agreement dated as of
June 7, 2006 among the Company, as Borrower; JPMorgan Chase Bank, N.A., as Administrative Agent;
J.P. Morgan Securities Inc. and Banc of America Securities LLC, as Joint Lead Arrangers and Joint
Bookrunners; Bank of America, N.A., as 3yndication Agent; and SunTrust Bank, The Bank of New York, and
BNP Paribas, as Documentation Agents; and Mizuho Corporate Bank, Ltd., as Co-Documentation Agent
© (Exhibit 10.1 to the Company’s Current Report on Form 8-K filed June 7, 2006 (Securities and Exchange
- Commission File No. 001-08598)) !}
Belo Savings Plan: :,

* (a) Belo Savings Plan Amended and Restated cffecuve AugusL 1, 2004 (Exhibit 10.2(1)(a} to the
Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2004 (Securities and
Exchange Commission File No. 001-08598) (the “2nd Quarter 2004 Form 10-Q™)

* (b) First Amendment to the Belo Savings Plan (as Amended and Restated effective August 1, 2004) (Exhibit
10.2(1)(b) to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2006
{Securities and Exchange Commission File No. 001-08598) (the “lst Quarter 2006 Form 10-Q™)

2004) (Exhibit 10.2(1){c) to the 1st Quarter 2006 Form 10-Q)

* (d) Third Amendment to the Belo Savings Plan (as Amended and Restated effective August 1, 2004
{Exhibit 10.2(1){d) to the Compary’s Quarterly Report on Form'10-Q for the quarter ended
September 30, 2006 (Securities and Exchange Commission File No. 001-08598) (the “3rd Quarter 2006
Form 10-Q™))

(e) Fourth Amendment to the Beio Seivings Plan (as Amended and Restated effective August 1, 2004)
Belo 1986 Long-Term Incentive Plan: /

4 and 5) (Exhibit 10.3(2) to the Company’s Annual Report on Form 10-K dated March 10, 1997
{Securities and Exchange Commission File No. 001-08598) (the “1996 Form 10-K™)

Report on Form 10-K dated March 19, 1998 (Securities and Exchange Commission File No, 002-
74702) (the “1997 Form 10-K™))

Form 10-Q))

1997 (Exhibit 10.3(3) to the 1997 Form 10K}
2nd Quarter 1998 Form 10-))
the 1999 Form 10-K)

Company's Annual Report on Form 10-K dated March 4, 2004 (Securities and Exchange Commission
File No. 001-08598) (the “2003 Form 10-K"})

{Exhibit 10.2(3) (d) to the Company’s Annual Report on Form 10-K dated March 6, 2006 (Securities
and Exchange Commission File No. 001-0-8598) (the “2003 Form 10-K7))
Effective Januvary 1, 1982) (Exhibit 10.2(4)(a) to the 1999 Form 10-K)

Belo Supplemental Executive Retirement Plan

(Exhibit 10.2(5) (a) to the 2003 Form 10-K)

(Securities and Exchange Commission File No. 333-43056) filed with the Securities and Exchange
Commission on August 4, 2000)

(Exhibit 10.2(6)(a) to the 2002 Form 10-K)

(Exhibit 10.2(6) (b} to the 2002 Form 10-K}
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* (c) Third Amendment to Belo 2000 Executive Compensation Plan dated December 5, 2003
(Exhibit 10.2(6)(c) to the 2003 Form 10-K}
* {d) Form of Belo Executive Compensation Plan Award Notification for Employee Awards
{Exhibit 10.2(6)(d) to the 2005 Form 10-K)
(7 * Belo 2004 Executive Compensation Plan (Exhibit 10.2(6) to the 2nd Quarter 2004 Form 10-Q)
| * (a) Form of Belo 2004 Executive Compensation Plan Award Notification for Executive Time-Based
| Restricted Stock Unit Awards (Exhibit 10.1 to the Company's Current Report on Form 8K filed
March 2, 2006 (Securities and Exchange Commission File No. 001-008598) (the “March 2, 2006
Form 8K™))
* (b} Form of Belo 2004 Executive Compensation Plan Award Notification for Employee Awards (Exhibit 10.2
to the March 2, 2006 Form 8-K)
* {c)} Form of Award Notification under the Belo 2004 Executive Compensation Plan for Non-Employee
Director Awards (Exhibit 10.2 to the Company’s Current Report on Form 8K filed December 12, 2005
(Securities and Exchange Commission File No. 001-08598) (the “December 12, 2005 Form 8K"})
{d) First Amendment to the Belo 2004 Executive Compensation Plan
"(8)* Summary of Non-employee Director Compensation (Exhibit 10.3 to the December 12, 2005 Form 8K)

12 Statements re: Computation of Ratios

21 Subsidiaries of the Company

23 Consent of Ernst & Young LLP

24 Power of Attorney (set forth on the signature page(s) hereof)

31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32 Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.5.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
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EXHIBIT 31.1

SECTION 302 CERTIFICATION

I, Robert W. Decherd, Chairman of the Board and Ch.icf Executive Officer of Belo Corp., certify that:

1. T have reviewed this annual report on Form IO-K of Belo Corp,;

2. Based on my knowledge, this report does not'contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

- .

4. The registrant’s other certifying officer(s) anci_ I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial
repbrtjng_ (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)} for the registrant and have:

a)

b)

<)

”

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ¢nsure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period
in which this report is being prepared;

designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

i
evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of
the period covered by this report based on such evaluation; and

I
disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
annual report) that has materially afiected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and.the audit committee of the registrant’s board of
directors {or persons performing the equivalent functions):

)

b)

Date: March 1, 2007

all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the.registrant’s ability to record, process,
summarize and report financial information; and

any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’s internal conuol over financial reporting.

Robe W Drdeerd |

Robert W. Decherd : |

Chairman of the Board and Chief Executive Officer
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EXHIBIT 31.2

SECTION 302 CERTIFICATION

I, Dennis A. Williamson, Executive Vice President/Chief Financial Officer of Belo Corp., certify that:

1. I have reviewed this annual report on Form 10-K of Belo Corp.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and 1 are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal contrel over financial
reporting (as defined in Exchange Act Ruies 13a-15(f) and 15d-15(f)) for the registrant and have: -

a)

b)

<)

d)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, parucularl) during the period
in which this report is being prepared,; :

designed such internal control over financial reporting, or caused such internal control over financial
reporting 1o be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles; l

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of -
the period covered by this report based on such evaluation; and

disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of
directors (or persons performing the equivalent functions):

a)

b)

all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’s internal control over financial reporting.

Date: March 1, 2007

DR ilinwnn
Dennis A. Williamson
Executive Vice President/Chief Financial Officer
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EXHIBIT 32

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADCPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
)
In connection with the Annual Report of Bele Corp. (the “Company”) on Form 10K for the period ending December 31,
2006, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, Robert W.
Decherd, Chairman of the Board and Chief Executive Ofﬁcer of the Company, and Dennis A. Williamson, Executive Vice
President/Chief Financial Officer of the Company, each llercby certifies, pursuant to 18 U.S.C. § 1350, as adopted pursuant
to §906 of the Sarbanes-Oxle) Act of 2002, that: )
(1} The Report fully complies with the requiremen?_s of section 13(a) or 15(d) of the Securities Exchange Act of

1934; and :

(2) The information contained in the Report fairly presents in all material respects, the financial condition and results
of operations of the Company.

Robei W) Tpctand !

Robert W. Decherd
Chairman of the Board and Chief Executive Officer
March 1, 2007 . i

Dennis A. Williamson '

Executive Vice President/Chief Financial Officer
March 1, 2007
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Five-Year Financial Summary (Unaudited)
Year Ended December 31

in thousands, except per share amounts 2006 2005 2004 2003 002
Revenues, net
Television Group $ 770539 § 703426 $ 741,154 $ 677,392 § 685,452
Newspaper Group® 817,733 822,344 779,142 763,652 752,181

$1,688,272 $1,525,770 $1,520,296 §1,441,044 $1,437583

Total operating expenses $1,299.86]1 §1,229.824 $1,198,112 $1,130,793 $1,124,388
Earnings from operations $ 288,411 $§ 295946 $ 322,184 § 310,251 $ 313,195
Other income (expense), net™ 10,926 2,018 (16,219) (7,181} 5,045
| Interest expense {95,654) (91,004) (90,164) {93,610} (104,786)
| Income taxes (73,157) (79,272) (83,305) (80,935) (82,328)
| Net earnings'” $ 130526 § 127,688 § 132,496 § 128525 § 131,126
|
Net earnings per share 8 126 § 1.12 % 113 % 1.11 § 1.15
Cash dividends paid per share $ 475§ 40 % 385§ 36§ .30
Segment EBITDAY
Television Group $ 325669 § 273,516 $ 310,257 § 265,046 § 277,221
Newspaper Group $ 158578 $ 178,377 $ 169,246 $ 194917 § 194,311
Corporate $ (100,104) § (60,066) § (59,169) § (49,484} § (53,006)
Consolidated EBITDA $ 395069 $ 393,855 § 404,115 § 403,298 $ 423,572
Depreciation and amortization (95,732) {95,891) (98,150) {100,228) (105,332)
Interest expense (95,664) {91,004) (90,164) (93,610} (104,786)
Income taxes (73,157) {79,272) (83,305) (80,935} (82,328)
Net earnings‘”’ $ 130526 % 127688 § 132,496 § 128,525 $ 131,126
Average shares outstanding, diluted 103,882 113,552 117,272 115,487 115,640
Total assets $3,614,278 $3,589,213 $3,588,000 $3,602,601 $3,614,055
Long-term debt $1,283,434 $1,244875 $1,170,150 $1,270,900  $1,441,200
Shareholder’s equity $1,527,148 $1,533,481 $1,629,652 $1,563,771 $1,413,230
Ratio of long-term debt to total capitalization 45.7% 44 8% 41.8% 44.8% 50.5%
Capital expenditures $ 114236 $ 87268 $ 79562 § 76586 % 60,125
Closing market price at year end $ 1837 $ 2141 $ 2624 $§ 2834 % 2132
Highest close price during the year $ 22890 $ 2589 $§ 2950 § 28565 § 2430
Lowest close price during the year $ 1520 § 2077 § 2122 § 1885 § 1830

{a) [In 2004, Newspaper Group revenue included a reduction of §19,629 related to The Dailas Morning News' advertiser plan.

{b)  Other income and expense consists primarily of equity earnings (losses) from partnerships and joint ventures and other non-operating income and
expense. In 2004, Belo recorded a charge of $11,528 related to the write-town of its investment in the Time Warner cable channel news joint ventures,

()  Net earnings in 2004 included charges related to the write-down of the Time Warner investment of $11,678 (including $150 in legal fees) and The Dallas
Meorning News circulation overstatement of $23,500,

(d) Belo’s management uses segment EBITDA as the primary measure of profimability 1o evaluate operating performance and to allocate capital resources and
bonuses 1o eligible operating company employees. Segment EBITDA represents a segment’s earnings before interest expense, income taxes, depreciation
and amortization. Other income {expense), net is not allocated to the Company's operating segments because it consists primarily of equity earnings

. (losses) from investments in parinerships and joint ventures and other non-operating income (expense).

(e) The Company defines Consolidated EBITDA as net earnings before interest expense, income taxes, depreciation and amortization. Consolidated EBITDA

’ is not a measure of financial performance under accounting principles generally accepted in the United States. Management uses Consolidated EBITDA in
internal analyses as a supplemental measure of the financial performance of the Company to assist it with determining performance comparisons against
its peer group of companies, as well as capital spending and other investing decisions. Consolidated EBITDA is also a common alternative measure of per-
formance used by investors, financial analysts, and rating agencies to evaluate financial performance. Consolidated EBITDA should not be considered in
isolation or as a substitute for net earnings, operating income, cash flows provided by operating activities or other income or cash flow daa prepared in
accordance with U.S. GAAP and this non-GAAP measure may not be comparable to similarly titled measures of other companies.
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CORPORATE INFORMATION

INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM
Ernst & Young, LLLP

Dhallas, Texas

COMMON STOCK TRANSFER
AGENT & REGISTRAR

The Bank of New York
Sharcholder Relations Deparument
P.O. Box 11258

Church Street Station

New York, NY 10286

Phone: 1800524 4458

Internet: www.stockbny.com

INVESTOR INQUIRIES

Vice Presicdent/Investor Relations and
Corporate Communications

Phone: 21:40.977,7095

Fax: 214.977.70h1

E-mail: invest@belo.com

Internet; www.belo,com

STOCK TRADING

The Company’s Series A Common Stock

is raded on the New York Stock Exchange

andd the Chicago Board Options Exchange

uncler the trading symbol BLC.

ANNUAL CERTIFICATIONS

The cernification of the chiel exceutive
officer required by the New York Stock
Exchange Listing Standards, relating 1o
Belo's compliance with the New York Stock
Exchange Corporate Guvernance Listing
Standards, was submitted to the New York
Stock Exchange on June 7, 2006. In
addition, Belo filed as exhibits to its most
recendy filed Form 10-K the certifications
of the Compuny’s principal executive
officer and principal financial officer
required by the Securities and Exchunge
Commission under Sections 302 and 906
of the Sarbanes-Oxley Act of 2002,

ANNUAL MEETING

The Annaal Meeting of Shareholders will
be held at 11:00 a.m. on Tuesday, May 8,
2007, in the Pavilion at The Belo Mansion,
2101 Rors Avenue, Dallas, Texas. A proxy
statement and notice of the Annual
Meeting have been sent to shareholders

of record as of March 16, 2007.

PHOTOGRAPHY David Woo — The Dalfus Marning News; Jim Olvera — Jim Olvera Photography

DESIGN Eisenberg And Associates
© 2007 Belo Corp.
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